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ABSTRACT

THE EUROPEAN COMMUNITIES AND ITS FORMER COLONIES IN

AFRICA, THE CARIBBEAN, AND THE PACIFIC—-

AN EMPIRICAL TEST OF CERTAIN EMERSONIAN

EXCHANGE-THEORETICAL PROPOSITIONS

By

Nerner Dietrich von der Ohe

This study deals with the outcomes of exchange among

developing and developed countries. Two interrelated groups of

indicators are used for the independent (exchange) variables. The

first group deals with market transactions, including directional

trade matrices tracing the flow of goods and services and measures

derived and constructed from this data base, e.g., for measurement

of the concepts of exchange inequality and dependence upon exchange

partners. The second group might be termed non-market transactions
 

or, in the words of Horvath (l974), "net one-way resource flows."

I am referring to foreign aid, of which multilateral aid is a

special form. Such aid might be viewed as a temporary bandage on

the wounds caused in part by the effects of market transaction

losses.
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Werner Dietrich von der Ohe

These independent variables represent exchanges in the con-

text of international relations, on what has been metaphorically

called the "macro" level. That is, such ”micro" concepts as senti-

ments and attraction are systematically excluded from the analysis

in the normative context of international relations.

The intention of this study is to explore the feasibility

of utilizing exchange-theoretical propositions of Richard Emerson

as an analysis guide within this "macro" context.

The major dependent variable, the outcomes or "balancing

effectiveness" results of exchanges between nations, is measured by

the growth or decline rates of l9 indicators of a country's develop-

ment. An attempt is made to determine the extent to which these

effectiveness measures correlate with, or are affected by, factors

that are not indigenous but operate only in the presence of external

exchanges.

The empirical setting of the study is the group of 44

developing countries that are currently negotiating or renegotiating

about conditions under which future aid and trade exchanges should

take place between themselves and the enlarged European Communities.

This seems an appropriate time to explore, via the use of data from

published sources, how these countries have fared historically in

49
their exchanges with the EC since its founding. The notion of how

 

49During the time span under study--l958 through l972--Denmark,

Ireland, and Great Britain were not yet EC members and were not grouped

witm the other EC nations for analysis purposes.
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Werner Dietrich von der Ohe

countries have "fared" as a consequence of their market and non-market

exchange transactions with the EC, refers to their progress with

respect to the l9 developmental effectiveness indicators.

Results of the research provide limited support for the

contention that the magnitude of the initial exchange gap_affects the

subsequent developmental progress of the “underdog" partner (hypotheses

l and 2). The major finding is that the magnitude of a developing

country's exchange gap with abroad (its overall trade balance) appears

far less consequential for its development than the magnitude of its

exchange gap vis-a-vis the European Communities. To have a smaller

positive or a negative trade balance with the EC is associated with

lower growth rates. For example, the effectiveness outcome indicator

of dependence upon one export item during one time period shows a

correlation of .85 with a developing country's trade balance with the

EC but only a correlation of .22 with its overall balance of trade.

' With respect to the measures of dependence (hypotheses 3A

and 38), mixed results are obtained. When dependence is operational-

ized in terms of a country's internal economy (lack of export diversi-

fication, i.e., dependence upon one export commodity) growth rates of

higher education indicators show strong correlations in the predicted

direction. When dependence is operationalized in external terms

(dependence upon trading partners, i.e., number of countries account-

ing for 50 per cent of total exports and imports). these correlations

are moderate to weak in the opposite direction. This inconsistent
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Werner Dietrich von der Ohe

pattern of results raises validity questions regarding the operation-

alization of dependence. For example, diversification of an economy

may not be a sign of weakened but of strengthened dependence if either

exhausted supplies of natural resources or significant price cuts on

the world market call for such shifts.

Predictions about non-market transactions (hypotheses 3B

and 3C) receive little consistent support. The expectation that

multilateral aid would be more beneficial to developing countries

than bilateral aid--even when the effect of total amount of aid

receipts was removed-~is not supported. It is suggested that the

critical underlying variable is not the multilaterality/bilaterality

of aid-giving channels per se but the independence of authority to

allocate aid, e.g., independence from pressures to distribute aid

in accordance with the self-interests of donor governments. Some-

what more support is found for the prediction that a large initial

exchange gap with the EC will serve to depress the amount of aid

received from non-EC sources.
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CHAPTER I

INTRODUCTION

This study focuses upon several exchange-theoretical pro-

positions-—developed primarily from the analysis of relationships

between individual persons--and attempts to test them at the higher

aggregate level of the relationships between developing and developed

nations.

The specific theoretical emphasis of this analysis is the

notion of balancing operations, i.e., reactions to inequity1 and

balancing outcomes. I will use Emerson's exchange theory (1962, 1964,

1972a, 1972b) as a conceptual guideline but will take up his early

suggestion (1962: 31n) to elaborate conceptual tools for explaining

power-dependence relations at aggregate levels different from that of

interpersonal relations, e.g., between organizations, cities, states,

and—-in the present study--even between countries.

Any reduction in inequality between exchange partners may

be due to factors that operate only in the presence of exchange, to

factors completely outside of any exchange, or to some combination

 

1I will not draw a distinction between inequity and inequal-

ity. While I realize that equitable social relations may or may not

also be equal, the notion of fairness and the "weighting" inherent in

equity ideas were not measured in my research.
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thereof. This research focuses only on the first of these. In it,

I attempt to identify those sets of circumstances or factors con-

tingent upon exchange which buttress or hamper balancing operations

and balancing effectiveness outcomes, i.e., which facilitate or

hinder improvement in the position of that exchange partner who is

at a disadvantage.

The outcomes of balancing operations between nations can-

not be adequately detected by standard synchronic analyses. A

certain time-span must elapse before, for example, any improvement

in a developing country's cost of living could possibly take place.

To handle this problem, I have attached to each hypothesis a dia-

chronic frame.

The empirical setting for my study, in a sense, is Brussels.

At the time of this writing, Brussels was the center of extended

trade and aid negotiations between the European Communities (EC) and

their former colonial territories in Africa, the Caribbean, and the

Pacific. To be more precise, my empirical focus is the ongoing re-

lationships of the EC with this set of 44 developing countries, 25

of whom had ties with Great Britain and only became eligible to

negotiate with the EC after Britain joined in 1973. Figure l illus-

trates graphically the ties which the EC has maintained with its

former colonies.2

 

2Certain organizational and trade/aid ties of the EC with

19 newly independent African countries are described in a previous

report, completed after my first visit to Brussels in December of

1973 (von der Ohe, 1974).
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It is the aim of the present study to develop and test a

set of conceptual tools with which to grasp and perhaps to explain

important features of the evolving interrelationships between the

EC and these developing countries. A detailed analysis of aid and

trade links over time was undertaken, including a set of 57 X 57

directional trade matrices representing the exchanges between each
 

221£.°f countries. This should provide a testing ground for a set

of exchange-theoretical propositions in which the exchanges between

and among nations are conceptualized as ”balancing operations." To

what extent, these propositions ask, can these external exchanges

account for "more balanced outcomes" for the developing countries

in question?

 



 

 



CHAPTER II

ELABORATION OF THE THEORETICAL FRAMEWORK

Est-ce- ue

Le Proufict de 1'un

1e dommage d'aultruyg

(adapted from Montaigne)

Introductory Comments

The motto of this chapter was chosen-—and changed into a

question--to hint at a very peculiar feature of any exchange. Two

"founding fathers" of sociology, as disparate in their orientations

as Marx and Tannies, both agreed on this feature: by itself, an

exchange is an essentially empty phenomenon in that it is unpro-

ductive. Nothing is created that was not present before;3 only

the relational properties of the equation are manipulated as the

“commodities" being exchanged change hands (see Marx, 1968: Chapter

2; T6nnies, 1963: 57f).

 

3This argument is most obviously true of material exchanges.

However, a case can be made that it also applies to exchanges of less

tangible commodities. In Blau's (1955) law enforcement office, ex-

pert workers gave advice in return for which they received deference

from less-skilled colleagues. Although the deference may have been

"created" so that the less-skilled workers would have something to

offer in return--in order to meet some norm of reciprocity--the ex-

change relation served only as a catalyst to its creation and did not

create it directly.
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This view of exchange may also imply that exchange is a

zero-sum "game," that is, that one partner will lose if the other

one gains--and will lose by exactly as much as the other benefits.

I do not disagree with this view of exchange. Yet the

theoretical elaboration of the present study assumes that certain

manipulations with the relational properties of the exchange equation

will have "productive" consequences which, furthermore, may not

necessarily be of a zero-sum nature (e.g., both a developing and a

developed country may reap benefits from an exchange). I view the

exchange equation as necessarily being "unproductive" and zero-sum

in nature; if both partners give commodities of equal value, re-

ceiving a like amount for their "losses," absolute gains by both

cancel each other out. But the exchange may serve as a catalyst

for changes which ar§_productive. Income from exports, for example,

may be channeled into educational institutions which produce long-

term benefits, perhaps eventually altering the relative economic

positions of trading partners. These altered relative positions may

affect future exchanges between the partners. I shall return to this

notion of exchange as a catalyst later.

The exchange equation may be analyzed from several vantage

points. My study deals with exchange between initially unequal

partners and looks at the equation from the point of view of the

underdog (that partner to the exchange who is at a disadvantage).

In exchange terminology, this is a p-centric ("person" or actor

centered) perspective rather than a network-centric one. The study
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explores the extent to which exchange-dependent properties such as

the magnitude of the initial gap, the number of exchange partners,

the availability of alternative exchange partners, etc., influence

the chances for the disadvantaged partner to improve its lot. The

exchange relationship, "unproductive" in and of itself, may provide

the catalyst for beneficial results for either partner. I am con-

cerned here with the absolute benefits or losses incurred by the

"underdog," although I recognize (see von der Ohe, 1974) that gains

reaped from international exchange by developing countries are often

accompanied by even larger benefits to the developed partner.

Before I elaborate on the concepts used and their predicted

relations to each other, I should comment on some things with which

I do ggt_intend to deal. First, the ideas developed in the extensive

literature about individual modernity and modernization (e.g., Inkeles,

1969; Apter, 1965; Lerner, 1967) is outside the scope of my study.

Although a number of indicators used in that literature--e.g., educa-

tional enrollment, per cent of population engaged in agriculture,

cost of living, etc.--are also used in my research, I do not address

myself to the intricate processes presumably involved in "becoming

modern." I do not label as "less modern" or evolutionarily "under-

developed“ any of the 44 developing countries which I study. Instead,

they are seen as exchange partners in relatively disadvantageous posi-

tions vis-a-vis the EC nations. However, my study does share with

this tradition a number of etically normative assumptions. For example,

a higher percentage of an age cohort in secondary education is assumed
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to be “better" than a lower one. I make these assumptions less out

of conviction than because alternative criteria, from the point of

4 Onview of the countries themselves, proved difficult to obtain.

the other hand, this study conspicuously ignores variables frequently

included in modernization studies, such as ideology, political repre-

sentation, and presence or absence of democratic institutions.

Second and more important, my research is not to be cate-

gorized as a contribution to the theories of neocolonialism (e.g.,

Fanon, 1963; Nkrumah, 1966; Rodney, 1972) or of imperialism (Lenin,

1917; Hilferding, 1910; Hobson, 1938; Baran, 1957; Frank, 1967;

Weisskopf, 1974; and so on). Nor do I take sides in the debate be-

tween the "diffusionists" of underdevelopment and the "dependendistas"

(see Chilcote, 1974). This exclusion has certain consequences for

the potential value of this study. For example, Emmanuel's use of

the category "unequal exchange" (l972a; l972b) was intended to explain

overall imperialistic trade relations between exploiting and exploited

countries--as if inequality of exchange were an independent variable

sui generis. By assigning to "unequal exchange" merely a catalytic

value, I try to avoid the false conclusions that: (a) any initial

inequality is "natural" and (b) simple "doctoring" with the exchange

equation would automatically bring about all-out improvements for the

underdog. The principal weakness of my study vis—a-vis this body of

literature is that my focus upon the evolution of trade among 57

 

4I will not go into the difficulties encountered, except to

say that my inquiries during my second trip to Brussels in May and

June, 1974, were met with suspicion.
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countries over time rather than upon capital movement or surplus value

generation precludes me from assessing the degree to which unequal

exchange situations are not incidental but necessary, e.g., in

Lenin's (1917) sense of the "natural" evolution of capitalism

necessarily culminating in a stage of imperialism.

The last disclaimer involves that body of literature which

may be called "developmental economics" (e.g., A. Smith, 1776;

Kuznets §t_gl,, 1955; Adelman, 1961; Meier, 1963; Chenery & Stout,

1966; Elkan, 1973; Rosen & Kurth, 1974). Although many of my empiri-

cal indicators are either taken from this literature or are at least

compatible with it, the theoretical scope and testing intentions of

the present study differ. My set of independent variables has been

chosen for the purpose of assessing the feasibility of applying

exchange-theoretical propositions to a different aggregate level.

It would not be too unfair to say that, in the developmental economics

literature, just about any independent variable will be considered

so long as it has an acceptable correlation with sustained economic

growth rates.

The Theoretical Framework--An Overview

The set of inference rules and conceptual guidelines for

the hypotheses to be tested will now be introduced. Since I focus

upon exchange processes and how they might catalytically affect cer-

tain exchange outcomes, it may be necessary to justify beginning the

conceptual outline with an exchange outcome, namely dependence.
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Richard Emerson (1962, 1972a, 1972b), unlike most other

social-psychological exchange theorists such as Homans (1961), has

moved away from the analysis of actor attributes and of conditions

under which such attributes can be changed. Instead he focused

upon what I have called the Marx-Tonnies proposition, namely that

exchange itself is unproductive-~merely an operation on the rela-

tional properties of an equation.5 Viewed this way, any human

interaction is always simultaneously an exchange outcome and a

basis for future exchange (which may include, of course, either a

one-sided withdrawal from the exchange or a mutually agreed upon

termination of the relationship). Thus, to begin my conceptual out-

line with an end result--the outcome of dependence--shou1d not seem

strange since that outcome is the starting point for future exchange

relations. But it is important that the time frame be kept clearly

in mind and that an outcome at some base period not be confused with

an outcome at a later point in time. The fact that the choice of

these two time points is more or less arbitrary should not detract

from the more important theoretical questions to be raised.

What, one should ask, are the conditions under which actors

are able to manipulate the relational properties of their interaction

 

5It would be interesting to systematically compare Thibaut

& Kelley's (1959) concepts of "fate and behavior control" to Emerson's

power-dependence theory.

Two additional points should be noted here. A switch of

aggregate levels, e.g., viewing nations as actors, seems less problema-

tic if one focuses upon relational properties rather than cognition-

related attributes of actors. Second, Emerson does not acknowledge

the Marx~T6nnies "heritage" referred to above.
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equation? What prevents them from allowing a gap to develop between

their relative positions? If a gap did develop, how far did they

close it? What options are available to either party to the equation?

Do norms of distributive justice exist and, if so, are they more often

found on interpersonal "private" levels than on other aggregate levels?

As a point of departure for dealing with such questions, I

have selected a single Emersonian theorem regarding balancing opera-

tions between/among exchange partners and have tested it at the level

of internation exchange. In a sense, all 44 developing countries in

my study (all former European colonies with the exception of Ethiopia

and Liberia) are taken as one exchange partner. The other partner is

the group of six countries which composed the European Communities

during the time under consideration. The theoretical and empirical

inquiry will be concerned with whether or not-~and if so, to what

degree--the balancing moves predicted in Emerson's fifth theorem did

in fact occur.

It is basic to this theorem that if DBA > DAB’ then A--less

dependent of the two-~has more power; A will and must use his/her
 

power and to use it means to lessen (loose) the power advantage over

time. Several implications of this hypothesized dynamic process will

be subjected to empirical test.

The theorem in question can be restated as follows:

(Emerson, 1972b: 67):
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In any exchange relationship A;B:

If DA upon 8 > DB upon A at T0 (base period)

eithe DA upon 8 decreases across at T1 (period of

then continuous balancing

0r DB upon A increases transactions operations)

until DA upon 8 = DB upon A; i.e., until at T2 (outcome

balance is period)

reached

Where D = dependence

A & B = actors

T = points in time

X

 

Figure 2. Emerson's fifth theorem.

One problem in designing such tests stems from Emerson's

failure to sufficiently specify either the temperal sequences or the

span(s) of time. One might ask whether Emerson's theorem isn't essen-

tially unfalsifiable and thus theoretically and empirically empty; if

it is not supported in some test, it can always be claimed that the

predicted balancing operation has not had enough time to occur (or

that it already occurred some time ago, after which other events

intervened). As is characteristic of much of sociology, the concept

of time is not treated as problematic. After all, the span between

T0 and T1 and between T1 and T2 in Figure 2 could refer to minutes or

decades.

Furthermore, the predicted balancing operations which either
 

party could and/or would undertake presume that A and/or 8 (a)
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6 the base period as being unbalanced; (b) dislike imbalance;"perceive"

and (c) are sufficiently willing agg_able to work toward balance.

Aside from the thorny theoretical and empirical questions about exact;

.ly_what constitutes balanced or imbalanced social relations, one should

also keep in mind that balance does not necessarily imply equality.

This point is clouded in Emerson's work. His early translation of

the power vocabulary into dependency terms does not solve the con-

ceptual riddle that links equity, equality, power, and dependency.

I hope that my study may make some contribution to this problem by

elaborating and testing whether unegual (i.e., not necessarily in-

equitable) social relations do in fact give rise to "effective”

balancing operations.

Unlike Emerson, I do not assume that there will be a

necessary tendency to close the gap when a situation of inequality

between exchange partners exists. If taken seriously, Gouldner's

argument that "power arrangements [may] constrain the continuance of

[reciprocating] services" (1960: 164) almost requires that one not

make such an assumption. Unequal exchange situations also may be a

very acceptable state of affairs—-to either side of the equation.

However, all of this does not mean that balancing operations in

 

6Caution should be used with respect to the metaphoric use

of sensatory and cognitive terms which I occasionally apply in describ—

ing A and 8's interaction. The terms stem from the original develop-

ment of the theorem with the study of interpersonal relations in mind.

I do not assume that my aggregate "actors" possess all of these human

traits, nor do I seek to find theoretical equivalents for every human

trait at the level of international exchange.
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Emerson's sense (l972b: 66f) are not operating as well. It is only

that I assume that the arrival of balance is problematic,7 unlike

Emerson who sees as problematic the ”survival" of imbalance (op. ci .,

p. 67).

In concluding this overview, the four types of possible

balancing operations specified by Emerson (1962, 1964, 1972) should

be given attention.

Given any unbalanced social relation, where A is more

powerful (i.e., less dependent) than B, then:

(a) Actor A may increase the value (valuation) of what 8

has to offer;

(b) Actor 8 may search for alternative supplies of valued

exchange commodities;

(c) Actor B may form a coalition with others, not

necessarily to obtain supplies of valued commodities

via that coalition but perhaps to prevent A from get-

ting from others what it now gets from B;

(d) Actor 8 may depreciate the value (valuation) of what

A has to offer.

Any of these four strategies will move the relationship to-

ward greater equality between A and B, i.e., toward a more balanced

state.8

 

7For one thing, balancing operations may after all be anti-

cipated by either side of the equation, thus dampening the full use

of power across continuous transactions by the more powerful partner.

8It would be interesting to think about a set of scope con-

ditions which would allow the assignment of certain probabilities

that each of the four balancing strategies would occur.
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It is important to note that Actor 8 appears to have more

options than Actor A. While the above set should not be construed

as being exhaustive, a certain imbalance of options becomes plausible.
 

This is particularly so if one also assumes that altruism (option A)

is less likely to be used than some of the other options listed.

One final point should be raised, namely that the above

balancing operations should ggt_be considered as alternative strate-

gies; in fact, any combination of them seems possible. It would be

rather naive to assume that any balancing operation is a discrete

step where, for example, A stands by with its hands tied and quietly

waits while 8 forms a coalition against A's own future options. A

careful analysis of the dynamics of balancing operations may conclude

that the notion of balance itself is almost incidental; it is the

continuous push and pull around balance that is of theoretical and

empirical interest.

Conceptual Elaboration

of Three Hypotheses

These theoretically interesting balancing operations are

often very difficult to identify or test outside of the laboratory.

Just as chess players may identify their partner's conceptual strate-

gies by inferring them from the observed outcomes--single moves or

sequences of moves--so also are balancing operations most easily in-

ferrable from intermediate observable moves. I will take this

approach in my three hypotheses.
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Before presenting the hypotheses, I will discuss the rationale

for selecting a social-psychological theorem for a test of exchange

relations among 57 nations. Then I will present each hypothesis in

turn and conclude by singling out for discussion the overall dependent

variable in this study-~effective balancing operations.

The first reason for choosing a micro-level9 proposition as

a conceptual guideline was the need for a set of testing "lenses" to

allow analytical precision while also simplifying the otherwise un-

manageable empirical complexity. Figure 3 gives a small example of

the sheer complexity of the interconnections existing between the

European Communities (EC) and its former colonies, illustrating the

setting in which they currently negotiate the conditions of future

exchange. One party in these negotiations, the EC as a multilateral

group, alone requires enormous numbers of experts and public officials

(Table 1) just to administer the current exchange. All in all, it is

fair to assume that well over 2,000 additional higher-ranking public

officials from all involved countries are employed in administering

10
the ongoing exchange, not counting the exchanges with thousands of

private trading partners.

 

9Obviously, I use the terms "micro level" and ”macro level"

uncritically. I do not imply that the social sciences are in a posi-

tion to subject human actions (individually or in groups) to something

like a vertical scale where a higher level "organism" implies virtually

all lower level parts. In the context of my study, the terms "micro"

and "macro" primarily carry geographical connotations. That the notions

of micro and macro levels are not even uniformly agreed upon in a

supposedly most-exact social science--economics--can be seen from

Bain's (1959) discussion of the concept of market.

10Some theoretical questions regarding the interorganizational

component of these exchange links have been raised elsewhere (see von der

Ohe and Marcus, 1974).
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Table 1. Distribution of positions within the Commission of the

EC, by line and staff departments according to hierarchy

of position. “A" positions are those of higher-level

professionals and administrators. (Recomputed from EC

statistics, see European Communities, Commission, DG

IX.A-3, 1973).

 

Number of Position Incumbents

 

 

  

Line Departments

External Affairs Staff

and Aid and Internal

Development Affairs Departments

By A 235 : 1.226 519

Grade Total 552 : 2,736 2,849    

The second reason for applying social-psychologically

developed exchange notions to an international setting is of theore-

tical interest. Emerson's dynamic process has two advantages. It

is sufficiently neutral so that my own values, e.g., helping the

underdog, do not bias the analysis. And the theorem in question is

not restricted to the interpersonal level.

The growth of knowledge about social relations has received

meager contributions from such modest enough insights as “one should

avoid ecological fallacies" (e.g., Robinson, 1950; Riley, 1973, Unit

12) and "faits sociaux can be analyzed at different aggregate levels"

(e.g., Heiskanen, 1967; Zelditch, 1969). What does seem to be important

is that ideas from various orientations are t§§t§g_(a) by different

methods and (b) at different aggregate levels. The simultaneous search
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for test conditions and theoretical incorporation of test results

surpasses any exhortation.

I will now introduce the three specific hypotheses to be

tested.

First Hypothesis

This hypothesis introduces a point not dealt with by

Emerson. In his argument, A's power "rests" in B's dependence upon

A.II
More precisely, A is said to have power over B because B's

dependence on A exceeds A's dependence on B. The size of A's power

advantage over the other is, by definition, equal to the amount by

which B's dependence exceeds A's own dependence. As the predicted

balancing moves occur over time, A's power advantage or--what amounts

to the same thing--B's dependence "surplus" is reduced.

For Emerson, it is of no concern h9w_powerfu1 or h9w_depend-

ent the partners were at any given base period; the same balancing

operations are predicted whether A's initial power advantage over B

is large or small.12

 

nThroughout, I will use "A" as a short form for that party

to an exchange that has an edge and "B" as a short form for the

"underdog."

12In another context, Homans (1961) does consider the problem

of how the magnitude of inequity influences response moves. However,

he merely contends (and provides evidence) that one has a higher toler-

ance for inequity in one's own favor than for inequity to one's dis-

advantage.
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My first hypothesis contends that B's chances to narrow

the gap are partially accounted for by the sigg_of the initial gap

between A and B. I suspect that beginning with a larger amount of

inequality suppresses B's chances to move toward balance. That is,

8'5 growth rate relative to his starting position will be suppressed..

If the exchange rate between A and B is such that B is both at a

relative disadvantage and dependent upon A--a nontrivial qualifica-

tion--then the rate by which B moves towards closing this gap will

be even smaller.

Translated into the empirical setting of this study, this

hypothesis proposes that there is an inverse relationship between

B's exchange inequality at T0 and the growth rate of certain

development-effectiveness measures between T0 and T]. In like manner,

B's inequality at T1 should be inversely related to its growth rate

between T1 and T2.

Figure 4 illustrates this suspected connection. The time

factor is introduced in order to allow some "trigger effect" to

operate.

Since formation of the European Communities (EC) began in

the late 19505, I chose averaged measures for the 1958-1960 span as

13
the base period (To). Only the "old" EC countries, those belonging

during the times in question, are considered to be partner "A" for

 

13Founding ("old") EC members were Belgium, France, WGSt

Germany, Italy, Luxembourg, and the Netherlands.
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it

high

B's effectiveness

measures (outcome

of balancing

operations

at T1 (T2)

low .  
EQUAL UNEQUAL

B's Exchange with A

at T0 (T1)

absolute and per capita

balance of trade

Where: Exchange

 

Effectiveness in % = (T1 - T0 x 100

T0

T0 = 1958/60 base period

T1 = 1962/66 base period

T2 = 1958/72 base period

 

Figure 4. Relationship between exchange inequality and effective

balancing operations predicted by Hypothesis 1.

this and other hypotheses. These countries acted more or less as a

unified, joint exchange partner both multilaterally and bilaterally

(see van der Ohe, 1974). A list of all countries included in this

study can be found in Figure 3.

The second and third time periods, T1 and T2. divide the

time span from the base period (1960) to the latest year for which

data are available (1972) into two six-year periods. Within each
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time period, averages were computed. This averaging procedure has

the advantage of leveling extreme ups and downs that are due to non-

exchange related factors; for example, 40 to 70 per cent of the

Gross Domestic Product in developing countries is affected by the

weather, a bad harvest often depressing GDP for several years (see

Papanek et al.I 1973).

This hypothesis, then, contends that the larger the exchange

inequality at T0 (T1), the lower the growth rate of effectiveness

measures at the later time point T1 (T2). But why should the magni-

tude of the gap suppress B's (i.e., the 44 developing countries')

chances to move towards balance? At least two arguments can support

this contention. First, there is the obvious point that high exchange

inequality adversely affects a country's debt-servicing ability. As

inequality increases, I suspect that debt-servicing increases rela-

tive to proceeds from exports. Balancing operations should be

negatively affected, at least by the percentage by which interest on

the debt compounds. Unlike at the social-psychological level, power

and dependence between nations can be "banked."

The second argument supporting this hypothesis comes from

scholars of the "development of underdevelopment" (see Baran, 1957;

Frank, 1967; Vasconi, 1969). In their views, inequality and under-

development are not just the early stages in the evolution of

modernization. They result not from "indigenous" factors affecting

each exchange partner independently but can be attributed to the

exchange itself. Griffin illustrates this phenomenon at the inter-

regional level. Within Peru, he studied the trade flows between the
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Sierra and the coastal area. The evidence suggested that "the process

of development and underdevelopment are related" (Griffin, 1969)

the Sierra would have had higher growth rates of both consumption and

savings in the absence of exchange with the coast. In short, the

Sierra region "financed" the faster development of the coastal area.

However, I am interested here in the influence of external

rather than indigenous factors upon the growth rate of development.

For that reason, I introduce as a control variable a measure of sus-

ceptability to external influence (SEI).14 By "partialling out" this

variable's effect on the effectiveness measures, I can have more

confidence that any findings are the result of international exchange

rather than of intranational exchange or other indigenous factors.

If B's SEI is high, I predict that a given degree of inequality will

suppress B's success more than if the SEI were low. A relatively

isolated country should be less affected by external exchange relations.

Susceptability to external influence resembles what Emerson

calls "motivational investment" at the intraperson level. Even if

the magnitude of exchange remains constant, a smaller investment will

“hurt less"--although in this case it is finances rather than feelings

which are vulnerable to hurt.

To summarize the line of reasoning thus far, the subhypotheses

which will be tested are:

 

14SE1 is measured as the ratio of (export proceeds + import

FWnceeds + aid receipts + debt service outflows) over Gross Domestic

Product. All components are in per-capita form. See Appendix B for

a more detailed description.
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l.A The larger the negative trade balance (exchange

inequality) between a developing country and the

01d EC at T , the smaller the growth rate of

effectivenegs measuresI5 (outcomes of balancing

operations) at T].

1.8 The larger the negative trade balance between a

developing country and the Old EC at T , the

smaller the growth rate of effectivene 5 measures

at T2.

l.C Same as l.A, but with trade balance measured in

per capita form.

1.0 Same as 1.8. but with trade balance measured in

per capita form.

Four more subhypotheses, l.E through 1.H, correspond to the above when

the influence of susceptability to external influence has been con-

trolled for. It is expected that partialing out SEI will reduce the

original correlations; that is, SEI and effectiveness growth rates are

also expected to be inversely related.

Second Hypothesis

The first hypothesis was concerned with B's exchange inequality

vis-a-vis a certain group of countries (the "old" EC) and treated ex-,

change inequality as if it were necessarily identical with dependence.

It ignored, for example, the case in which B may have had a considerable

trade deficit with the founding members of the EC but a huge trade sur-

DIUS‘wlth other countries, thus having an overall positive balance of

trade. Balancing operations such as coalition formation with other

 

15Appendix B provides a detailed description of the various

effectiveness measures.
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developing or developed countries will now be considered, and will

include all relevant options open to either A or B in the analysis.

Like the first hypothesis, this one treats Emerson's conceptual

scheme as a general guideline upon which to build.

B's dependence upon A in particular will be taken up in the

third hypothesis. Here, we examine B's overall exchange position at

given base periods and inquire again whether B's degree of inequality

hampers or buttresses its chances of effective balancing operations.

This has relevance for the concept of dependence (hypothesis 3) in

the following way. In the presence of an unequal overall exchange

position (inequality with alternative partners to A, as well as with

A). the important Emersonian balancing option of coalition formation

16
seems to vanish. B simply would not be in a position to take a

strong bargaining position with A if B were an "underdog" relative

to other exchange partners as well.

Thus, the second hypothesis predicts an inverse relation

tmtween B's overall exchange position at T0 (T1) and the growth rates

at‘which B was able to move toward increased balance at T1 (T2). As

in the first hypothesis, B's susceptability to external influence (SEI)

should be taken into account.

Specific subhypotheses to be tested are:

 

. 16One important distinction is purposely ignored: the

difference between coalitions with alternatives to A (other powerful

exchange partners) and with alternatives to B (other underdogs). This

paint will be taken up later.
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2.A The parger the negative trade balance between a

developing country and the rest of the world at

T , the smaller the growth rate of effectiveness

measures at T].

2.3 Same as 2.A, but for time periods T1 and T

respectively. 2

2.C Same as 2.A, but.with trade balance in per capita

form.

2.D Same as 2.b, but.with trade balance in per capita

form.

2.E to 2.H correspond to the above hypotheses, with the

addition of controls for SEI at the appropriate

time period.

Third Hypothesis

I now turn to a specific analysis of B's dependence and to
 

the reasons why it should be conceptualized as something distinct from

exchange inequality.

Emerson's translation of Max Weber's power typology into a

conceptual language of dependence fails to take into account a crucial

element of Weber's analysis--action. Emerson gives the impression

that all_social actions (exchange) between A and B have some balancing

consequences--affect the equation of their relative positions--so long

as they continue to interact. I would distinguish between those actions

which constitute the exchange and those actions which have balancing

effects (intentional or otherwise). Although these categories may some-

times overlap--exchange actions will sometimes affect the equation--this

is not always the case. If one follows Emerson's logic to its reasonable

conclusion, all unbalanced situations would tend toward balance and--
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once balanced--the exchange situation would never again become un-

balanced, except perhaps by intervention of outside forces.

Emerson does not allow for actions which are not equity

seeking, i.e., moving toward balance. There are some genuine balanc-

ing moves in internation interaction, such as aid programs (conceptu-

ally equivalent to Emerson's "status giving") and coalition formation.

But there also exist actions like the following. Say that trade

relations between developing and developed countries are such that

chronically negative trade balances occur for the developing partners,

i.e., unequal exchange outcomes. The powerful developed nations then

take measures to stimulate an overproduction of agricultural or other

raw products, lowering world prices because of oversupply.17 Export

proceeds are depressed even further in the developing countries de-

pendent upon such products, and their trade balances sink more deeply

into the red vis-a-vis the developed nations. This type of action

sets the parameters for (unequal) exchange, but is not a balancing

operation. And A's power to make B accept lower prices for its ex-

ports was not the result of any increased dependence of B.

This points to the need for careful analysis of dependence

in its own right, not simply as the negative reflection of power or

vice-versa. B may be dependent upon A in an exchange relation for a

 

17In the context of trade, economists have termed this

phenomenon "immiserizing growth." It refers to the simultaneous

expansion of exports by many countries and a resulting decline in

export proceeds because of falling prices.
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variety of reasons, such as:

(a) their exchange relation favors A;

(b) B does not have an internally diversified assortment

of valued exchange goods (and so is more vulnerable

to dropping world market prices);

(c) B does not have an externally diversified set of

trading partners to whom to go if A's terms are

unsatisfactory;

(d) B may be either unable or unwilling to participate

in a coalition intended to counterbalance A's

dominance;

(e) B does not develop import substitution programs]8

(import substitution is conceptually equivalent

to Emerson's “withdrawal" strategy).

Where the first two hypotheses were concerned with what

might be called the parameters of dependence, i.e., the circumstances

and (Jutcomes of exchange, the third hypothesis will focus upon the

ConSequences of dependence itself. This general hypothesis is broken

I’TtCJ 'four parts, each assessing different aspects of dependence.

HYDOthesis 3A

One aspect of dependence is inherent in B's internal economic

SIil"ua::1:ure, namely the presence or absence of a diversified range of

eXPO rt goods. Hypothesis 3A suggests that there is an inverse relation

bEtween a country's dependence upon any one exchange (export) commodity

and ‘i ts growth rate of balancing effectiveness outcomes. More

\

y*\() 18It is interesting to note that the so-called diffusionist

BKD“F>‘| -of underdevelopment emerged from within the United Nations

suchon-“c Commssmn for Latin America (ECLA). It strongly recommends

'1IDPOrt substitution programs.

A



I
I
I

i
l
l

(ox-e.

  



29

specifically, the higher the percentage of total exports accounted

for by one comnodity, the lower the effectiveness outcome.

In a sense, this hypothesis seems intuitively correct and

hence almost trivial. If B is not in a position, for example, to

temporarily withhold an exchange item wanted by A because this item

is just about 8'5 only source of trade income, B will hardly be able

to "motivate" A to pay increased prices (Emerson's "status giving"

on A's part, and possibly one consequence of "coalition formation" on

3'5 Part).

But certain conditions have to be met before this predicted

“Idtionship between dependence on one export item and effectiveness

can hold. First, B's SEI (susceptability to external influence)

ShOUld be high; otherwise B would be in a fairly good position to

Withheld an export item, since trade would be a small part of the

COUNtr‘y's economy. Second, high dependence on one export commodity

bF-‘COmes an asset if and only if B has a controlling share of the

"0r": d supply and hence is in a position to set prices. As an official

in Brussels told me, Zambia was not really disadvantaged between 1958

and 1 960 because about 90 per cent of its exports were copper; it

c0nitur‘o‘lled 20 per cent of total world copper exports and was in a

pos‘. t ‘iOn to affect prices. Compare these figures to Mauritius's

duri "Q the same period, when 90 per cent of its exports were accounted

for by sugar but when it supplied only about 2 per cent 0f WOY'Id sugar

expo hts .

HYpothesis 3A, then, predicts an inverse relationship be-

weEn a country's dependence upon any one exchange commodity and

L
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balanci n g outcomes:

3A.l The larger the percentage of total exports accounted

for by one export commodity (dependence) for a develop-

ing country at T , the smaller the growth rate of

effectiveness megsures at T].

3A.2 Same as 3A.l, but for T1 and T2 respectively.

In addition, two corresponding subhypotheses (3A.3 and 3A.4) will be

tested controlling for Susceptability to External Influence. Because

of analysis problems, it was not possible to control for a country's

share of the world market in terms of major export at this time.

Hypothesis 3B

This hypothesis is concerned with the effect of the very

number of exchange partners upon balancing effectiveness outcomes.

The importance of "numbers" operates in a complex way, in that num-

bers can be seen as "surrogate variables" for concepts like exclusive-

ness, monopolization, limited competition, etc. In this context, I

5099651: operationalizing dependence in terms of the number of exchange

Partner's accounting for 50 per cent of B's (a) exports and (b) imports.

The lower that number of exchange partners. the higher B's dependence

is assumed to be.19

. . 9The linearity assumption inherent in this operationaliza-

tw“ ‘5 Problematic. For reasons both of “economy of scale" and mini-

mu‘gbconditions of exchange differentiation, strict linearity is

23153ny "011 a realistic assumption. However, for the purposes of

hypothesis, strict curve-fitting operations seem unnecessary.
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I suspect that an increase in the number of exchange partners

is “beneficial" for balancing effectiveness outcomes. This is con-

trary to the notion that a few good friends are better than a hundred

acquaintances. But the advantages of a few close trading friends

are, I 'think, outweighed by the possibility of "withholding" by A which

becomes a great potential threat when B has few others to whom to turn.

Also contrary to my hypothesis are the savings attending

standardization, e.g., higher maintenance costs if some imported

machines require Russian nuts while others need American bolts. Both

the standardization and the friendship arguments are assumed to be

lflmortant in situations where other things (i.e., dependence) are

€9ual. If B divides its total trade equally between A1 and A2, A1

309 A2 in turn must each do half their trade with B in order for

dependence to be equal. Any lop-sidedness in the number of exchange

Partners would have a negative effect on the underdog's balancing

effectiveness. No prior theoretical reasons can be given regarding

therelative importance of exports and imports. Therefore, the

hypothesis will be tested separately for each.

38.1 The smaller the number of trading partners

accounting for 50 per cent of a country's

total exports, the smaller the growth rate

of effectiveness measures at T].

38.2 Same as above, but for T1 and T2 respectively.

38.3 Same as 38.1, but for imports.

38.4 Same as 38.2, but for imports.

When the above tests are controlled for SEI (38.5 to 38.8) there will

be a total of eight subhypotheses.
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After a certain exchange inequality between A and B has been

created or simply exists, hypotheses 3C and 3D take up the question of

foreign aid as a possible balancing move on the part of A. Since this

study takes B's point of view, I will not take up here the complex

question of "cui bono?"--who really benefits from foreign aid. Rather,

Iwill again use Emerson's balancing theorem as an inference guide

and examine two different aspects of aid.

Hypothesis 3C

This hypothesis treats aid as a dependent variable. The

lndePendent variable is the same used in hypothesis 1, the exchange

Position of 8 relative to the 01d EC countries. How does B's exchange

Position with A (the 01d EC) affect the amount of aid20 8 receives

IWTmlgflternative trading partners? Theoretically, this is an intriguing

PVOPMmisince it assumes a set of conditions worth looking into in

theh‘own right. Specifically, it assumes at least that:

(a) A's exchanges with B are constantly "watched" by

alternatives to A;

(b) aid is not just a "status giving" balancing operation

at A's disposal but an option also at the disposal of

others who exchange or anticipate exchanging with B;

20The amount of aid, of course, could itself be considered

as a balancing effectiveness outcome. In that sense, this hypothesis

is a special case of hypothesis 1.
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(c) aid-giving is a potential "coalition formation"

balancing move as well, in which an outsider

attempts to decrease B's imbalance vis-a-vis A.

In this particular hypothesis, I only inquire how the

alternatives to A react toward an unequal exchange relation between

A and B. An inverse relationship is predicted between the inequality

between A and 8 at some base period and the amount of aid extended

to B by'alternatives to A at a later time. To put it another way,

thelnore nearly equal 8 is relative to A, the more aid 8 will re-

ceive from other nations.

3C.l The larger the negative trade balance (exchange

inequality) of a developing country with the 01d

EC at T , the smaller the amount of aid per capita

receiveg from non-EC nations at T].

3C.2 Same as above, but at T] and T2 respectively.

3C.3 Same as 3C.l, but with trade balance in per

capita form.

3C.4 Same as 3C.2, but with trade balance in per

capita form.

In an hypotheses, "aid" is measured as the grant-equivalent value of

theinansaction. Controls for total amount of aid received from all

sommes (3C.5 - 3C.8) and for debt-servicing performance (3C.9 - 3C.12)

willbe used. Debt-servicing performance is especially important, not

because aid incurs return-obligations but because a good debt-servicing

ability is an indication that the country is already in fairly good

financial shape.

If the motive for aid-gifts were really pure altruism ("status

giving"), the countries having the greatest inequality with A and the
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poorest debt-servicing ability would receive the most aid. I predict

that the opposite will happen. The situation is analogous to a "poor

risk" shopping around for another insurance company. The worse his

or her standing with the present insurance company (in Emerson's terms,

the more dependent B is upon A), the harder it is to find an alterna-

tive insurance company (exchange partner).

Hypothesis 30

The final hypothesis in this study inquires into the condi-

tions under which the "poor risk“ will receive assistance from someone.

Research on group behavior (e.g.,Kpgan and Wallach, 1967) shows that

groups will more often make risky decisions than would members of the

same groups as individuals. Along this line of reasoning, aid as an

altruistic ("status giving") balancing operation should more likely

occur from multilateral than from bilateral (individual country)

sources. Multilateral aid should be given for purposes of helping B

where the need is greatest, whereas bilateral aid would be given

where the giver can expect some benefits for itself.

Without being too technical, let me mention two ways in

which (bilateral) givers ensure some gains (low risk) for themselves

through their aid "gifts." The giving of tied aid is a common practice,

requiring that the aid be spent for products from the giving country.

Also associated with bilateral aid is the giving of products made by

the giver but not the receiver, thus discouraging B's development

.91 competitive products .
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A greater part of the aid given by multilateral agencies

should be "real aid" than is true of aid given bilaterally. To date,

there is no satisfactory formula for computing the actual grant-

equivalent amount contained in aid flows (see Horvath, 1974). The

crude estimates of grant-equivalent aid which I use are the best

avail able but still overestimate the "real aid" from bilateral givers.

It should be apparent why aid from multilateral sources

(either from the major capitalist givers belonging to the Organization

ibr Economic and Cultural Development (OECD) or from the socialist

“ember countries within the United Nations Conference of Trade and

DeVEIoPment(UNCTAD) is predicted to have more beneficial results for

B's development than is bilateral aid. For one thing, many aid-giving

nations divide their total aid between bilateral and multilateral

channels. Those projects which yield no direct return for the giver,

SUCh as certain infrastructural investments and some expenditures on

healfliand nontechnical education, would be delegated (transferred)

to anmltilateral agency. Such an agency is less subject to pressure

frominterest groups (i.e., intracountry groups) and also is more

prone to absorb the blame for risky decisions.

From the point of view of any given 8, this hypothesis pre-

dicusa direct relation between the percentage of its total aid receipts

frmnnmltilateral sources and its balancing effectiveness outcomes at

a later time point.

3D.1 The higher the percentage of total aid receipts

of a country which are from multilateral sources

at T0, the larger the growth rate of effective-

ness measures at T].
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30.2 Same as above, but for T1 and T2 respectively.

As before, all aid is measured as grant-equivalent aid per capita.21

The predicted associations ought to be stronger if one

amtrtils for total amount of aid received by B (30.3 - 30.4) and if

one partials out the effects of SEI (3D.5 - 30.6) and of debt-servicing

performance (30.7 - 30.8).

Balggcing Effectiveness Outcomes:

The Main Dependent Variable

The primary dependent variable requires some elaboration at

this Point. The label "balancing effectiveness outcomes" is mislead-

ing in some ways since I do flgt_measure the relative closure or

Widening of the exchange gap between developing and developed countries

(see e.g., Ward _e_t__a_l_., 1971; Pearson, 1969, etc.). I measure B's

Progress in moving in the direction of "development," but I do not

meamne A's progress. 8 may experience a great deal of growth with-

outcflosing its gap with A, if A's growth equals or exceeds that of

13. Since I do focus upon externally caused changes in growth rates

0Vfl"time, and since the relations among nations have been conceptual-

izmias exchanges which may be--or may catalyze--balancing operations,

it seems appropriate to call the hypothesized results of such exchanges

balancing outcomes.

211f better grant-equivalent data had been available, there

should be no differences between the effectiveness outcomes of the two

types of aid--save perhaps some difference in administration costs.
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"Balancing effectiveness outcomes'l refers to the amount of

the variance in intracountry development growth rates that is accounted

for by a country's dealings with abroad. For example, one such indicator

is the growth rate of caloric food supply per capita. A study about

"balancing effectiveness outcomes" would pp; be concerned with all

possible or likely factors influencing that growth rate (e.g., climate,

population growth, fatalistic religious belief systems, etc.). It is

only concerned with that portion of the growth related to externally

induced factors such as imports of fertilizer, training of agronomists

funded by foreign aid, foreign construction of hygienic food storage

areas, and the like. One could distinguish between factors that

operate in the absence of external exchange and factors that are more

likely to operate in the presence of such exchange. The overall de-

pendent variable in this study focuses upon the latter.

21
A list of the specific indicators of "balancing effective-

ness outcomes" follows, in order to give a clearer idea of the content

01' this variable. All are change rates over time. See Appendix B

for the specifics of operationalization and sources of data.

Direction assumed to

Indicator indicate improvement

% change over time in:

a. Dependence upon one export

item Decrease

\

fi

21
a one so . . . . 0 e e .-

tion Within a c1ally important indicator, that of Income distribu

. country's po ulation, was omitted because data were onl
awnIable for twelve countaies.

y

Iite Most of the indicators used are standard ones found in the
rature on development.
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Indicator

% change over time in:

b. Debt-servicing position

(ratio of principal service

payments over interest pay-

ments)

International Monetary Fund

quota position, in per cent

Gross Domestic Product

per capita (in constant

dollars)

Per cent of GDP generated

by agriculture

Capital formation in per-

centage of GDP

Per cent of external public

debt owed to private credi-

tors

Per cent of external public

debt owed to international

organizations

Cost of living

Percentage of population in

primary education

Percentage of population in

secondary education

Percentage of population in

tertiary education

Electricity consumption per

capita

Daily caloric food supply

Per’capita

Increase

Increase

Increase

Decrease

Increase

Decrease

Increase

Decrease

(smaller

Increase

Increase

Increase

Increase

Increase

Direction assumed to

indicate improvement

(1’)

I?)

increase)
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Direction assumed to

Indicator indicate improvement

% change over time in:

0. Percentage of population Increase

living in urban areas

p. Number of research institu- Increase

tions (including universities)

per 500,000 persons

q. Population size (average Decrease

annual growth rate) (smaller increase)

r. Number of telephones Increase

per 100 persons

5. Military expenditures per _ Decrease

capita (in constant

dollars)

Concluding_Remarks
 

In summary, I would like to provide a diagramatic overview

of my hypotheses with respect to (a) what relations among the variables

are predicted; (b) which control variables should be taken into

account; and (c) which terminological equivalence between Emerson's

micro-level and my macro-level concepts is suggested.

As was pointed out in the introduction, all independent

variables are exogeneous factors, i.e., none would influence B's

progress in the absence of international exchange. Since we do know

that indigenous variables also play an important role, spectacular

correlations should not be expected. However, the search for high

correlations is not even the aim of this research. It is designed to

test the feasibility of translating, testing, and--I hope--refining

certain ideas that have been developed at a different aggregate level.



 

 

C
O
N
C
E
P
T
S

H
Y
P
O
T
H
E
S
E
S

C
O
N
T
R
O
L

V
A
R
I
A
B
L
E
S

A
P
P
R
O
X
I
M
A
T
E

E
M
E
R
S
O
N
I
A
N

E
Q
U
I
V
A
L
E
N
T
S

  

B
'
s

e
x
c
h
a
n
g
e

i
n
e
q
u
a
l
i
t
y

w
i
t
h

A

   
  

B
'
s

e
f
f
e
c
t
i
v
e

b
a
l
a
n
c
i
n
g

o
u
t
c
o
m
e
s

S
u
s
c
e
p
t
a
b
i
l
i
t
y

t
o

e
x
t
e
r
n
a
l

i
n
f
l
u
e
n
c
e

(
S
E
1
)

a
t

T
0

(
1
]
)

 

P
o
w
e
r

D
e
p
e
n
d
e
n
c
e

A
o
v
e
r

8
8

u
p
o
n

A

P
o
w
e
r

D
e
p
e
n
d
e
n
c
e

8
o
v
e
r

A
A

u
p
o
n

8

B
a
l
a
n
c
i
n
g

o
u
t
c
o
m
e

=
r
e
d
u
c
t
i
o
n

i
n

A
'
s

p
o
w
e
r

a
d
v
a
n
t
a
g
e

(
o
v
e
r

t
i
m
e
)

S
E
I
:

i
f

l
o
w
,

t
h
e
n

a
)

l
o
w

"
m
o
t
i
v
a
t
i
o
n
a
l

i
n
v
e
s
t
m
e
n
t
"

b
)

l
o
w

"
a
v
a
i
l
a
b
i
l
i
t
y
"

 

B
'
s

e
x
c
h
a
n
g
e

_

i
n
e
q
u
a
l
i
t
y

w
i
t
h

i
f

p
l
l
_
e
x
c
h
a
n
g
e

p
a
r
t
n
e
r
s

  
 

B
'
s

e
f
f
e
c
t
i
v
e

b
a
l
a
n
c
i
n
g

a
t
'
Y
X

o
u
t
c
o
m
e
s

S
E
I

a
t

T
0

(
T
1
)

P
D

(
A
+
A

)
o
v
e
r

8
8

u
p
o
n

(
A
+
A

a
l
t
.

a
l
t
.
)

P

8
o
v
e
r

(
A
+
A

D
(
A
+
A

)
u
p
o
n

8
a
l
t
.
)

a
l
t
.

B
a
l
a
n
c
i
n
g

o
u
t
c
o
m
e

-
r
e
d
u
c
t
i
o
n

i
n

8
'
s

“
t
o
t
a
l
"

d
e
p
e
n
d
e
n
c
e

(
o
v
e
r

t
i
m
e
)

 

B
'
s

d
e
p
e
n
d
e
n
c
e

u
p
o
n

o
n
e

i
f

v
a
l
u
e
d

e
x
p
o
r
t

G
e
t
?

c
o
m
m
o
d
i
t
y

  
  
  

B
'
s

e
f
f
e
c
t
i
v
e

t
h
e
“

b
a
l
a
n
c
i
n
g

a
t
'
Y
t

o
u
t
c
o
m
e
s

.
.
.
.
.

S
E
I

a
t

T
0

(
T
1
)

B
'
s

d
e
p
e
n
d
e
n
c
e
:

F
r
o
m

A
'
s

p
o
i
n
t

o
f

v
i
e
w
,

o
n
e

c
o
n
d
i
t
i
o
n

f
o
r

n
o
t

e
x
t
e
n
d
i
n
g

"
s
t
a
t
u
s

g
i
v
i
n
g
,

F
r
o
m

B
'
s

p
o
i
n
t

o
f

v
i
e
w
,

o
n
e

c
o
n
d
i
t
i
o
n

m
a
k
i
n
g

c
o
a
l
i
t
i
o
n

f
o
r
m
a
t
i
o
n

m
o
r
e

d
i
f
f
i
c
u
l
t

4O



\
'
.

‘
a
n
.

(
2

Q
“

‘
~
(
e

\
—

‘
V
6
3

,
T
-
'
”
:
"
‘

\
_
.
‘
.
‘
.
.
\
~

.
_
~
I
.
\
‘
-
.

\
v
s
<
a

B
'
s

d
e
p
e
"

u
p
o
n

e
x
C

p
a
r
t
n
e
r
s

5
'
5
e
f
f
e
c
t
i
v
e

b
a
l
a
n
c
i
n
g
-

o
u
t
c
o
m
e
s

    
 

d
a
n
c
e

h
a
n
g
e

 

B
'
s

e
x
c
h
a
n
g
e

i
n
e
q
u
a
l
i
t
y

w
i
t
h

A p
0

(
2
’
)

l
H

3
C

     

A
m
o
u
n
t

o
f

a
i
d

r
e
c
e
i
v
e
d

b
y

B

f
r
o
m
A
a
l
t
e
r
n
a
t
i
v
e
s

b
e
“

t
.

a
t

P
e
r

c
e
n
t

o
f

8
'
s

s
o
u
r
c
e
s

H
3
0

8
'
5

e
f
f
e
c
t
i
v
e

b
a
l
a
n
c
i
n
g

o
u
t
c
o
m
e
s

 

F
i
g
u
r
e

5
.

5
5
1

(
a
t

T
o
.

1
,
)

S
E
I

(
a
t

T
0
’

T
1
)

D
e
b
t
-
s
e
r
v
i
c
i
n
g

p
e
r
f
o
r
m
a
n
c
e

(
T
1

o
n
l
y
)

A
m
o
u
n
t

o
f

t
o
t
a
l

a
i
d

r
e
c
e
i
v
e
d

(
a
t

1
0
,

T
1
)

S
E
I

(
a
t

T
0
,

T
1
)

D
e
b
t
-
s
e
r
v
i
c
i
n
g

p
e
r
f
o
r
m
a
n
c
e

(
T
1
)

A
m
o
u
n
t

o
f

t
o
t
a
l

a
i
d

r
e
c
e
i
v
e
d

(
a
t

1
0
,

T
1

O
v
e
r
v
i
e
w

o
f

t
h
e

g
e
n
e
r
a
l

h
y
p
o
t
h
e
s
e
s
.

.
.
-
J
"

‘
w

5
d
e
p
e
n
d
e
n
c
e

u
p
o
n

e
x
c
h
a
n
g
e

8
I

p
a
r
t
n
e
r
s

=
a

c
o
n
d
i
t
i
o
n

f
o
r

c
o
a
l
i
t
i
o
n

f
o
r
m
a
t
i
o
n

A
i
d

-
"
s
t
a
t
u
s

g
i
v
i
n
g
"

o
p
e
r
a
t
i
o
n

b
y
A

o
r

A
a
l
t
.

(
u
n
d
e
t
e
r
m
i
n
e
d
)

(
u
n
d
e
t
e
r
m
i
n
e
d

M
u
l
t
i
l
a
t
e
r
a
l

a
i
d

=
"
s
t
a
t
u
s

g
i
v
i
n
g
"

b
a
l
a
n
c
1
n
g

o
p
e
r
a
t
i
o
n

b
y
A
a
g
g
r
e
g
a
t
e

)

41



 

 

 



CHAPTER III

RESEARCH METHODOLOGY

In this chapter I describe and discuss the procedures for

collecting, preparing, transforming, and evaluating the data. A

research project may be compared to the making of a movie. In the

language of that metaphor, this section deals with the type of camera

equipment and film used, the rationale for "shooting" some scenes in

natural settings and others in the "studio," the editing and cutting

0f the filmed scenes, and the like. I begin with the choice of

"actors" for my drama.

Samplipg_Procedures

My empirical unit of analysis is the country or nation-state.

Those included in this study represent both a sample and universe.

They constitute an empirical universe because they include all countries

23
i nvited in 1973 to negotiate with the EC. The theory, however, con-

tains no location or time specifications; it applies to _a_ny_ exchange

at any time in the past or future, involving either individual persons

0?“ aggregate exchange partners. In theoretical terms, my set of

g

 

23This invitation is contained in Protocol No. 22. See

E uropean Conmuni ties , 1973.
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countries comprises but a _s_alnp_l_e_ of the universe to which the theory

potentially applies. On the basis of findings about this sample, I

cannot state whether exchange inequality, for example, My; leads

to certain effectiveness outcomes. My conclusions are descriptive

of a particular group of countries at a particular point in time.

The design of this study is p-centric, that is, from the

point of view of the 44 developing countries that seek an association

agreement with the EC. These 44 countries resemble a non-random

cluster sample, relatively homogeneous as compared to the developed

nations (e.g., with regard to Gross Domestic Product per capita),

and sufficiently heterogeneous among themselves to allow the empiri-

cal testing of certain propositions.

Data Collection

l\n Overview

My original plan called for a two-stage design in which

Published aggregate data were compared with questionnaire responses

from two delegates of each country negotiating in Brussels. I wanted

to identify and evaluate the impact of certain interorganizational

Variables-—such as delegation authority, size of supporting staff,

composition of decision-making bodies, and the "profile strength"

01‘ interorganizational units--upon the balancing effectiveness out-

comes referred to in the previous chapter.

Figure 6 illustrates the overall theoretical model I had

hoPGd to test. Values for the organizational variables (see Box III

in Figure 6) were to be obtained from these questionnaires, while the
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exchange variables (Box II) were to be operationalized using aggre-

gate data. To prepare for questionnaire administration and to

collect otherwise unobtainable aggregate data, I visited the Brussels

negotiations in December and January of 1973/74 and again in June,

1974.

A number of events prevented me from testing the entire

model (Figure 6) in the present study. These circumstances included

the oil crisis which partially crippled the EC as a multilateral

entity, the slow progress of the negotiations, the fact that many of

my questions touched upon areas under negotiation and proved too

sensitive to be asked until negotiations were completed, and the

surprisingly open admittance that I--coming from the U.S.-~might be

24 As a result, I separated the testing of the model intospying.

two distinct phases, postponing that part dependent upon questionnaire

data until a later time.

The present study builds extensive empirical groundwork by

constructing directional exchange matrices over time (see Table A.3,

Appendix A), by collecting information on many social variables, and

by testing some exchange-theoretical hypotheses. With this under-

pinning, I will be in a good position later to assess the impact of

 

24"Le fait d'ailleurs que l'initiative de 1'enquéte soit

américaine a joué un r61e indéniable dans ce 'sabotage'." This

quotation is from a letter addressed to me by Monsieur Doucy, Presi-

dent of the Institute for Public Opinion Research of the Free University

of Brussels and is dated October 1, 1974. A copy of that letter and

of the questionnaires is available upon request.
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I.

BACKGROUND VARIABLES

(at Time 1)

Including:

RESOURCES

INDUSTRIALIZATION

TECHNOLOGY

WELFARE SYSTEM via

URBANIZATION assumption

I_¥ CHARTER/IDEOLOGY

 

   
II.

ANTECEDENT VARIABLES

 

DEGREE OF EQUALITY/

INEQUALITY OF EXCHANGE

NUMBER OF EXCHANGE PARTNERS

   

NUMBER OF POSSIBLE ALTERNA- via

TIVE EXCHANGE PARTNERS hypothesis

NUMBER OF EXCHANGE

DIMENSIONS

III

INDEPENDENT VARIABLES

 

INTERORGANIZATIONAL STRUCTURAL

SETTING (aid & trade organizations)

including:

COMPLEXITY

SIZE

COORDINATION OF WORKFLOW (e.g., aid).

INTERDEPENDENCE OF MORKFLOW   

 

V ia . via

hypotheses IV ‘- \l hypotheses

EEJHIS STUDY DEPENDENT VARIABLES

(at Time 2)

  EFFECTIVENESS OF AID AND TRADE PROGRAMS

DEVELOPMENT (intra-country)

CLOSING OF EXCHANGE INEQUALITY

(inter-country)

 

W

   
\

FTgure 6. Illustration of the theoretical model of which this study tests

one part.
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interorganizational variables upon balancing effectiveness outcomes.

This second test phase, for the reasons mentioned, will have to wait

until the political negotiations in Brussels have been completed.

Consequently, the data reported here are all aggregate,

interval-scale data. Many are from published and unofficial EC and

African sources, obtained in Brussels. In addition, I made extensive

IJSE of United Nations publications, World Bank periodicals and staff

[Dapers, and studies published by the Agency for International Develop-

rnent (A.I.D.). A detailed description of how each variable was opera-

‘tionalized and the sources from which data were collected appears in

Appendix B.

PY‘ocedure of Data Gathering

axnd Processing

 

Once I made the decision to select from the overall theoreti-

Cal model (Figure 6) the link between exchange and effectiveness out-

comes, I designed a time-series model for data gathering. Information

For all 44 developing countries, six "old" and three "new" EC nations,

and four "alternative" countries (Japan, U.S., U.S.S.R., and P.R.

China) was to be collected on all indicators for sixteen points in

time from 1958 to 1972.

This time-series model was eventually truncated (see Figure 7)

by grouping the sixteen time points into three spans, referred to in

(1962-1966), and Tthis report as T0 (1958—1960). 1 (19684972)-
1 2

Many data. especially for the newly independent nations, were not

available on a yearly basis. Since procedures for estimating the missing



N=(o)

44 deve-

TOping

C0 untries

( b) 13

developed

C0untri es
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EFFECTIVENESS

OUTCOMES

-INDICATORS-

 

Bahamas

France ‘

 
+
—
_
_
—
—
‘
.

I I I I I I I I

‘
I
"

I I

I

\

\Guyana -

r

\

\
Liberia - , ,

1

\ \Netherlands -

Tanzania 0 / /

Zambia .     
T0 T1 T2

1958/60 1962/66 1968/72

Figure 7. Truncated Time Series Model.
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chta between census-taking years do not produce reliable data, the

original time-series model was modified to one with three time

periods. More than three values per country was available for most

indicators; in these cases, averages were computed for each time

span. Altogether thirty indicators were selected or constructed. If

each indicator were counted at each time, there would be a total of

72 indicators for which reasonably complete data were available.

(Inadequate data occurred primarily for T0, before many developing

countries had adequate statistical services).

The primary independent variable-~exchange inequality--was

operationalized as a balance of goods and services exchanged over

the, i.e., as a balance of trade and not a balance of payments.

liade flows between and among the 44 developing and nine EC countries

were analyzed. To account for the notion of alternative exchange

partners, four principal non-EC trade and aid partners were added,

nmking a grand total of 57 countries.

Coding forms were designed to record both imports and ex-

ports from each country to each other country at eight points in time,

hltwo-year intervals from 1958 to 1972. These eight points were

then collapsed, producing averaged values for three time periods.

This has the advantage of adjusting for abnormal short-term situa—

tions due to internal factors, such as a crop failure or a civil war.

25
From this data base, I constructed a number of "who-with-

MNmW matrices for the directional flow of goods and services over

‘_

25For source references and details of operationalization see

Appendix B.
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time bEtween/among the 57 nations. For each time period, this in-

cluded matrices of raw exports in thousand dollars, of exports as a

percentage of a country's total exports, of raw imports and of im-

ports as a percentage of a country's total imports, and a final

balance of trade matrix (raw exports minus raw imports). The last

matrix for each of these three time periods is found in Tables A.3,

Appendix A. These matrices, and derived grouped statistics, repre-

sent my efforts to operationalize the independent variable "exchange

inequality."

The nineteen indicators of the major dependent variable

"Effectiveness outcomes" measure different aspects of a country's

we] fa re and development status (see Appendix B for specific opera-

tional ization procedures). In content they could be likened to the

maJOr departments of any national government.

With respect to internal affairs (intra-country effective-

ne . .

$8) a treasury department handles questions of economic growth, a

de-

partment of social welfare focuses on education and individual

we]

Fa he, a corrmerce department upon corrmunications, a department of

def -

ense upon military questions, and a housing and urban development

 

depar“'ilriient sets policies on urbanization and population growth. For

each of these major areas, I have from one to four specific indicators.

cs Those indicators dealing with a country's position vis-a-vis

tthQ‘r‘ nations (ing-country effectiveness) are of particular interest

Q “1e . They ought to be more prone to external exchange influences

an

d therefore should exhibit stronger correlations. Among the fifteen
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indicators of intra-country affectiveness, I will pay special atten-

tion to the six which are "future-oriented," directly affecting

development in the years to come (capital formation, population

QY‘OWth rate, number of research institutions, and enrollments in

Primary, secondary, and tertiary education).

Each of these measures of effectiveness outcomes will be

cons idered on its own merits; no scaling or other data reduction

tech n i ques were used .

Comel eteness and Reliability

  

\

$9ata

Most research reports dealing with published (aggregate)

data repeat a standard set of cautionary statements. They cite the

“”0131 ems of meaning equivalence of concepts across cultures (see

Prze‘Norski and Teune, 1973), the unreliability of data collected by

new1y established statistical services (see Adelman and Morris, 1967),

the Caution necessary in interpreting data about politically sensitive

areas (see Cutright. 1965), and so on. I can only add that most of

the ‘i‘ hdicators included in this study have been double-checked by

C e o o o o a

ompabing multiple sources and that few politically senSitive indi-

c o e o e

atohs were used. Of those particularly senSItive indicators that

we
.

be selected, income distribution had to be omitted because of the

pauqi ty of data and military expenditure data was obtained from a

5Q .

‘7th outside the governments in question, namely the U.S. Arms Con-

t. . .

r01 and Disarmament Agency. Data on urbanization takes into account

‘1:
,, .

he Varying definitions of what is considered "urban, Since each

C
, . . .

Ountry reported statistics according to its own definition.

 



  

 

2:12: 1' are rezzi;

jut-:0 -‘ g...‘ ,F,

" stool §\. I .‘5.

 
.

‘0‘
o "

l ...,,5:'r- «i.
P nil: ‘

"‘:':r- i .-
'Iu: '4'. 6‘9

C

v'.~;_ ". A S

:'.e 3"] 3'
a;

i.“ ‘-

.. 9% 5e ‘

a "

A f‘a ,
in. by r” -

2 CS '3,

‘POQ
.I r. '

' 'f r6O a ‘J e L :

. ’3‘. 9 .

“' ED 1‘: e ‘

I

":IS'S S‘l

.,
""I\Jn

of
I

' "" "diri

'r l



51

In the interest of obtaining comparable and more complete

data, indicators of enrollment in primary, secondary, and tertiary

education were recomputed from per cent of age group enrolled to

per Cent of total population enrolled. Many countries report the

absoT ute number of students but not the number of persons in various

age groups. Taking the number of students as a percentage of total

POPUTation, although adding a source of error by not accounting for

differences in age profiles among countries, proves to be a minor

PI‘ODT em since only growth rates were taken as dependent variables.

Otherwise, standardization procedures such as utilizing

Per‘ capita figures and controlling for differential inflation by

convePting current prices into constant dollars were applied wherever

app] ‘3 cable. Table 2 gives an overview of the number of complete,

"on‘missing observations for each indicator. Caution will be taken

I“ the interpretation of those correlations based on smaller numbers

of . .

0bServations. Numbers of observations, out of a pDSSible 44, are

no

ted as well on each table in which findings are reported.

Data Analysis

After collecting and processing the data, I took five dis-

time

t analysis steps in order to test my hypotheses. These included

cor.S

1ar‘uction of (a) trade matrices, (b) several variables, (c) a

cobb

Q1 ation matrix, and (d) partial correlation matrices. In addi-

ti 0 .

h ‘ I ascertained (e) significance levels of the correlations and

Par -

t1 a1 correlations.
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Table 2. Number of Complete (non-missing) Observations on 72 Indicators

Out of a Total of 44 Possible Observations.
‘

 

Number of

Time Non-Missing

Indicator Name Period. . Observations

Debt Servicing Performance 1 33

2 34

Amount of Aid (Total per Capita) O 42

1 38

2 42

Percentage of Multilateral Aid 0 43

1 43

Susceptability to External 0 37

Infiuence 1 41

2 43

Inequality of Trade Position 0 32

1 39

2 39

Number of Countries That Account 0 32

1=0r 50% of a Country's Imports 1 39

2 39

Number of Countries That Account 0 31

1”‘Oir 50% of a Country's Exports 1 39

2 39

Ba lance of Trade With Did EC 0 33

Countries 1 39

2 41

Amount of Aid from Non-EC l 38

2 42

Balance of Trade with Old EC 0 33

Der capita) l 39

2 41

Decrease Over Time of a Country's 0 +1 32

Dependence Upon Any One Export 0 -> 2 32

Item--Decline/Growth Rate in Per 1 +2 34

Cent
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Kb] e 2. Continued .

 

Number of

Time Non-Missing

Indicator Name Period Observations

Debt Servicing Performance 1 + 2 33

INF Quota Position 1 + 2 32

GDP Per Capita 0 -> 1 40

O + 2 40

1 + 2 41

Per Cent of GDP That is Generated O + 1 40

by Agriculture 0 + 2 40

1 + 2 41

CaD'ital Formation O + l 39

0 -> 2 38

1 + 2 39

Per Cent of External Public Debt 1 s 2 21

ed to Private Banks and Other

'3'“? vate Creditors

Per Cent of External Public Debt 1 e 2 19

oWed to International Organizations

CIOSt of Living 0 +1 25

O + 2 25

1 + 2 37

:9!“ Cent of Population in O —> 1 39

"‘3 mary Education 0 -> 2 39

1 + 2 43

23" Cent of Population in 0 -> 1 39

e(:ondary Education 0 + 2 38

1 + 2 42

:er cent of Population in O + 1 23

Ertiary Education 0 + 2 23

1 -+ 2 31

EWectricity Consumption Per Capita O + l 33

0 -> 2 33

1 + 2 38
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Tim e 2. Continued.

 

Number of

. Time Non-Missing

Indicator Name Period Observations

Daily Caloric Food Supply 1 —> 2 35

Per Capita

Per Cent of Urban Population 1 + 2 39

l“llgmber of Research Institutions 1 —> 2 34

(‘Including universities) Per

500,000 Population

AVerage Annual Population 0 + 1 40

Growth Rate 0 + 2 44

1 + 2 44

Te1ephones Per 100 Persons 0 + 1 26

0 + 2 26

1 + 2 41

Mi 1 itary Expenditure Per Capita 2 —> 1 34

Decrease Over Time of a Country's 0 + l 32

I ependence Upon Any One Export 0 + 2 32

tem 1 + 2 34

\
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It proved worthwhile to have confronted considerable

technical problems during the construction of the nine 57 X 57 trade

Inatnices; coding mistakes and source problems (e.g., two sources re-

FKthing very different figures) were detected which otherwise would

have been almost impossible to find. For example, matrices showing

a country's exports to various other countries as a percentage of

ttrtal exports included a number of cases where totals considerably

exceeded 100 per cent. A detailed comparison of original data

sOurces with coded numbers and with other data sources enabled me

t0 correct these errors.

The construction of variables proved to be straight-forward

with one exception. As Table A.5 in Appendix A shows, the values for

the variable "number of countries accounting for 50 per cent of a

c:Ountry's exports (imports)" have remarkably little variation. '1

had made a fiat decision when I set the 50 per cent cutting point

1=0rthat indicator of dependency. As Ray and Singer (1973) observed

i'rl a different context, however, the composition of the last 50 per

(item is just as important as that of the first 50 per cent. If I

“Vfiare to do this again, I would change the computer scanning program

to print out the number of countries accounting for at least §_Q_ per

(leent of a country's trade.

Pearson's product-moment correlation coefficients26 were

26Since my analysis plan was aimed at determining the ex-

tent to which external influences may, over time, account for growth

rates of effectiveness indicators for the 44 developing countries as

a group and not for each country separately, I decided not to use

McGranahan's (1971) "correspondence analysis." If that technique

were extended diachronically, however, it seems very useful.
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computed, yielding a matrix of correlations of each indicator with

each other indicator. Whereas many assumptions underlying Pearson's

l7--those requiring interval data, independent observations, and

reasonably linear relations-- have been met, I have ignored the fact

t31at.others may not be met (e.g., normality of distribution). Des-

Pite Blalock's (1972: 366-369) warning, I decided that such a pro-

cedure was justified because my set of countries does comprise an

empirical universe, if not a theoretical one. Also, the error

introduced by ignoring the normality assumption for Pearson's /& has

been shown to be quite small indeed (see Zeller and Levine, 1974).

Tests of the significance of correlations and partial

<2<Irrelations helped my interpretation efforts. The same correlation

nneuy be statistically significant in one case and not in another, due

12:) differences in the number of observations. Such significance

tests provide one tool for taking the size of the "N" into account

when interpreting findings.

I employed two similar formulas for transforming the rele-

\’iilot correlations into t-scores (see Steel and Torris, 1960: 190

and 3011‘).

(a) Significance of correlations:

t = fl ;d.f. = N-2

i-xbz

N-2
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(b) Significance of partial correlations:

t= I‘Lp N-K ;d.f.=N-K

/\/ l-l/pz

 

Where: N = number of paired observations

bp = partial correlation

K = number of variables including those that are

partialled out.

The t-scores obtained were compared with an appropriate significance

table for one-tailed tests. The level of significance--.10, .05, or

-005--has been marked by asterisks in the tables of findings in

Appendix C.

I shall now turn to the presentation and discussion of my

fi ndings.
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CHAPTER IV

PRESENTATION AND DISCUSSION OF FINDINGS

Findings related to each hypothesis are presented below,

but only the major patterns of relationships will be discussed. The

complete set of correlations for each hypothesis at each time period

is located in Appendix C.

Figure 8 provides an overview of the nineteen indicators

<)f the dependent variable Effectiveness Outcomes. Findings will be

(ardered according to two major categories of effectiveness indica-

‘tors, those dealing directly with a country's relations with the

()utside world (inter-country outcomes) and those dealing with its

internal status (intra-country outcomes). Intra-country effective-

ness outcomes, in turn, are subdivided into more "future-oriented"

«ones--directly affecting future chances for development-—and the

ll'Present-oriented" indicators.

lixpothesis 1: Inequality of Exchange with the "old" EC in relation

to Effectiveness Outcomes

I view an exchange equation between A and B as a catalyst,

'itself empty and "unproductive" but serving to facilitate or hamper

B's chances to improve its position vis-a-vis A. In Hypothesis 1, I

sLuggested that the magnitude of the initial gap between A and B is

58
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_lNTER-COUNTRY

Dependence upon one export item

Debt servicing performance

IMF quota position

Debt owed to private creditors

Debt owed to international organizations

_LflTRA-COUNTRY

a) Future-oriented

1; Capital formation

3 Research institutions

3; Primary education

3 Secondary education

3) Tertiary education

6) Population growth

b) Present-oriented

1) GDP per capita

1) Electricity consumption

2) Agriculture, per cent of GDP

2) Urban population

4) Cost of living index

4; Caloric food supply

Telephones

7) Military expenditures

WHERE: Economic growth

Urbanization

Education

Individual welfare

Communications

Population growth

Military expenditures

\

lfigure 8. Balancing Effectiveness Outcomes--A guide for the interpreta-

tion of 19 indicators.
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inversely related to B's later success in moving toward a more balanced

exchange position. That is, if B (a developing country) begins with

a very large disadvantage relative to A (the six "old" EC nations),

B's chances of improvement will be hampered.

Inequality of Exchange was operationalized as B's balance

of trade (exports minus imports) with the "old" EC countries as a

group. Both raw and per capita balance figures were utilized. Large

inequality is reflected in a very low (i.e., negative) trade balance.

With four exceptions (dependence on one export item, cost of living,

Population growth, and military expenditures), correlations with

27
Effectiveness Outcome indicators are predicted to be positive.

"Tirey will exhibit positive correlations if the hypothesis is supported,

Inspection of the data tables (Tables C.l - C.4 in Appendix

(3) reveals a pattern of mixed support for this hypothesis. In the

discussion of this pattern, one should remember that all dependent

 

(effectiveness) indicators are change or growth rates over time.

This diachronic frame permits a possible "trigger effect" to operate,

1 .e., the effects of a trade deficit or surplus at T0 upon, for ex-

ample, education enrollments will not be felt instantaneously but

may appear later.

With few exceptions, the patterns of relationships were the

Same whether the independent variable was measured as a raw or a per

\

 

27See Appendix B for the "scoring direction" of specific

1 "dicators. Ratios such as debt-servicing performance and the re-

Oring of some change rates (per cent of GDP generated by Agriculture
53(:

1: <1 external debt owed to private creditors) can be confusing; there-

d9V‘e, I will indicate whether or not correlations are in the expected

1 "ection.
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capita trade balance with the "old" EC. Below I will only cite

examples of findings for the per capita indicator.

28 relation-a) Inter-country effectiveness: Significant

ships were exhibited for three of the five inter-country indicators

but these occurred only with the T0 balance of trade with "old" EC

(OEC). These relationships were basically unaffected by partialling

out the effects of SEI (susceptability to external influence) and

the amount of foreign aid received.

The hypothesis is supported with respect to dependence upon

one export item. Correlations with balance of trade with OEC at T1

(not shown) are also in the predicted direction, although not

statistically significant. Diversification of one's economy is

apparently hampered by having had a large negative trade balance

With the DEC.

b) Intra-country,effectiveness: Broader support for

Hypothesis 1 is found for indicators of internal development, as

Shown in Table 3. The T1 trade balance with OEC produces a stronger

pattern of support for the hypothesis than does that at T0’ although

QUite consistent support is found for both times.

The hypothesis receives the most support in the areas of

h19her education (growth in number of research institutions and in

\

v 28Correlations are based upon numbers of observations which

(ary from 19 to 41, the majority of which fall between 32 and 39.

“See also Table 2 in the previous chapter). T-tests of significance,

h1ch take this into account, wereperformed. Levels of significance

"e indicated as follows: * = .10; ** = .05; *** = .005.
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Table 3. Hypothesis 1: Inter-Country Effectiveness--Selected

Findings from Tables C-l to C-4.

Per capita trade balance with OEC at T0 with:

_V_—

 

 
 

In the

Change Rate Predicted

Between Times .xé' Direction?

Dependence on one 0 +1 *** -.78 Yes

export l + 2 * -.27

O + 2 *** -.85

Debt servicing l —> 2 *** -.85 No

performance

External public debt 1 + 2 * -.31 No

owed to international

organizations

tertiary education enrollmentszg) and communications (number of

telephones per 100 persons). The least overall support is found for

the period between T1 and T2, when the trade balance values are

utilized. It is likely that exchange inequality with OEC has a

rather imnediate impact upon certain growth indicators--especi ally

Cost of living and capital formation--such that development between

T1 and T2 is more affected by the T1 trade balance than by the one

at T0.

\

5;. 29At T , partialling out debt servicing position produced

1:1 9nifi cant co1‘relations for tertiary education andelectricityin

Che predicted direction and, in the opposite direction, for agri-

hu1ture (T -> T ) and secondary education (T + T ). In general,

sovever, the coatrol variables had little imBact Opon the relation-

hl ps between trade balance with OEC and effectiveness outcomes.

() One additional relationship, not in the expected direction,

FQCurs when raw rather than per capita trade balance is the indicator

(20" the indeB'e—erent “T191319: military expenditures become signifi-

aht at the .05 level.
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Table 4. Hypothesis 1A: Intra-Country Effectiveness--Selected

Findings from Tables 0-1 to C-4.

 

Per capita balance of trade with OEC at T with:

 

 
 

 

 

 

 

 

O

In the

Change Rate Predicted

Between Times zé’ Direction?

_Eyture-oriented indicators:

Capital formation 0 + 1 ** +.39 Yes

1 + 2 -.O6

0 + 2 ** +.38 Yes

Tertiary education 0 + l +.26

1 + 2 -.01

+ 2 ** +.49 Yes

firesent-oriented indicators:

Cost of 11v1ng 0 + 1 +.18

l + 2 *** +.92 No

0 + 2 + .24

Telephones O + 1 +.16

l + 2 +.lO

O + 2 ** +.37 Yes

Per capita balance of trade with OEC at T1 with:

Eflgture-oriented indicators:

Research institutions 1 + 2 *** +.47 Yes

Population growth 1 +.2 ** -.39 Yes

0 + 2 ** -.36 Yes

.512§§ent—oriented indicators:

Telephones 1 + 2 ** +.30 Yes

0 + 2

Agriculture 1 + 2

O + 2 * +.21 Yes

\
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In general, a favorable trade balance with the OEC appears

to further the development of future-oriented and present-oriented

areas in about equal measure. It is perhaps not a startling finding

that cost of living rises, rather than declines, as a country's

trade position with the OEC improves. Although I had expected an

Opposite finding, it is safe to assume that European inflation

factors affect a country more strongly if that country is able to

import comnodities with a higher "technology content," purchased

with export proceeds that are generated through a trade surplus.

c) Evaluation of the findings: Referring back to Figure 4

in Chapter II, the relative strength of the association measures is

surprising. If one takes into account that more than one-half of the

developing countries included in this study are neither colonies of

the "old" EC nor had special trade associations with it, then it be-

comes plausible to suspect the following: that it is not necessarily

historically grown dependence but contemporary trade imbalance with

the world's largest trading partner-~the European Communities--that

Can affect a country's internal development. Looking at the corre-

] ation over time, it does not seem that this effect weakens up to T2

( 1 968-1972).

That these internal growth rates are related to the presence

of exchange rather than being indigenous factors may be inferred from

the rather high correlation between trade balance and debt servicing

DeY‘formances (A: .85). Although not in the predicted direction, it

SeEms clear that the latter indicator--measured as the ratio of princi-

pa] service payments over interest payments on external public debt--
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point to a characteristic phenomenon of capitalism: As long as

interest can be paid, erasing one's debt is not to the advantage of

the creditor and--given a certain cost of living rise--not to the

debtor either (see Appendix B, 8-9 and 8-10, and Hilferding, 1910).

This line of reasoning seems to be supported by the rather high

intercorrelation of debt servicing performance and cost of living

(A= .77).

Hypothesis 2: Overall Inequality of Exchange in relation to

Effectiveness Outcomes

Hypotheses 1 and 2 both attempt to link inequality of

exchange with effectiveness outcomes, i.e., with B's chances to

accomplish balancing operations over time. The first hypothesis

(itealt with B's exchange position in relation to A, whereas this

one addresses itself to 3'5 overall position (trade balance) with

‘tiie»rest of the world. This overall balance of trade is measured

as the percentage of total exports that are "covered" by a country's

‘tIDtal imports; any value exceeding 100 per cent indicates a negative

(IJnequal) trade position. All correlations are predicted to be

negative with the exception of dependence upon one export item,

Cost of living, population growth, and military expenditures.

The first--and surprising-~observation is that the number

()1: significant correlations drops sharply as compared with the re-

s“11:5 obtained in the first hypothesis (see Tables C-5 and C-6

Versus Tables C-l to C-4 in Appendix C). Only nine of the nineteen

indicators show a significant correlation at either time period and,

ii1t the second time, only four of the nineteen are significant at all.

1:13 is tempting to interpret this crude finding as an indication that
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having a trade deficit with the EC is much more consequential for a

developing country's effectiveness growth rates than having a deficit

with alternative trading partners. However, such an interpretation

would rest on firmer ground if I had (a) tested this more directly,

using trade balance with non-EC countries (overall balance minus

balance with the "old" EC) and (b) if the trade balances in the two

hypotheses had been measured by identical procedures.

A closer inspection of Tables C-5 and C-6 reveals the

following specific findings .

(a) Inter-comm effectiveness: Only the ratio of principal

Service payments over interest payments, my indicator of debt servic-

‘3 ng performance, shows a moderate and significant correlation with

the overall trade balance--and not in the direction predicted by the

hypothesis, a substantial change from the respective correlation in

the former hypothesis (see Table 3:/1 = .85; Table 5: /’- = .29).

1riib1e 5. Hypothesis 2: Inter-Country Effectiveness--Selected

Findings from Tables C-l to C-4.
—‘

Overall trade balance at T0 with:

 

  

In the

Change Rate Predicted

Between Times Direction?

1 +2 * +.29 NoDebt servicing

 

\

Even this relationship holds only at T0 but not at T]. It

1 S of interest that the relation between overall trade position and

the percentage of external public debt owed to international organi-

zattions changes from an almost significant +.27 at T0 to a slightly
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negative correlation at T1 which is in the predicted direction.

Finally, I should point out that one of the strongest

relationships in the first hypothesis, with a country's dependence

upon one export item, drops markedly when the independent variable

is overall trade balance rather than balance with the DEC. Although

the correlations in both instances are in the predicted direction,

the T0 values drop from .88 to .13 between hypotheses l and 2. I

suspect that this change in the correlation from hypothesis 1 to

hypothesis 2 is a result of a particular "weakness" of the European

Comnunities. The EC is dependent upon imports of raw products, i.e.,

the export conunodities included in this study (see Appendix B, B-2),

unlike any other major trading power (except Japan). To turn this

dependence into a power advantage relative to the developing

c=C>untries is perhaps one of the more startling findings and would

vI"equire a major refinement of the Emersonian theoretical scheme.

For example, one of the "actions" that seems to have no

balancing intentions (see p. 26) on the part of "old" EC members

8 Uch as France and "new" EC members such as Great Britain has been

the creation and maintenance of currency areas, the Franc zone and

the Sterling bloc respectively. To pay for a developing country's

export items with these "hard" currencies at a price that tends to

be set in the capitals of these currencies is one of the mechanisms

for the maintenance of a power advantage.30

\

 

3OOne principal weakness of my operationalization of trade

8&1 ance is that these currency factors have not been accounted for.

For a discussion ofdonmarable data were simply not available.
ependence through currency ties, see Singer, 1972: 266 ff.

¥
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b) Intra-country effectiveness: There are four groups of

correlations that should receive attention in this section. First,

the relationship of overall trade balance at T0 with capital forma-

tion is inconclusive (see Table 6). Capital formation growth between

1}) and T1 is significant at the .05 level in the predicted direction

but switches in the opposite direction during the following period,

again to a significant level. This suggests that the influence of

trade deficits at one time period may even stimulate the formation

()1: capital at a later time.

Second, the percentage of GDP generated by agriculture--

often considered an important indicator for industrial growth (see

Kuznets et a1., 1955)--shows a significant but contradictory pattern

Of correlations with overall balance of trade. Trade balance at T0

‘3 3 related to change rate in agriculture over the long run (T0 - T2)

and in the short run between T0 and T]--both opposite the predicted

direction. With trade balance at T], the long-run change in agri-

culture becomes significant at the .05 level in the predicted

(iirection.

Third, there are surprisingly significant correlations in

the opposite direction between overall trade balance and military

expenditures. It will be recalled that the trade balance with the

"01d" EC yielded a significant correlation but in the predicted

di rection. Having a good overall trade position seems to allow a

developing country to reduce military expenditures, whereas just the

t)Dposite seems true if it has a good trade balance with the DEC.
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'Table 6. Hypothesis 2: Intra-Country Effectiveness-~Selected

Findings from Tables C-5 and C-6.

 

()verall trade balance at T with:

 

  

 

 

 

 

 

.2 O

In the

Change Rate Predicted

Between Times xé— Direction?

fflgture-oriented indicators:

Capital formation 0 2 ** -.38 Yes

1 + 2 ** +.41 No

O-+ 2 ** -.31 Yes

Population growth 0 l * +.39 Yes

1 + 2 +.02

O + 2 -.O4

firesent-ori ented indicators:

Agriculture 0 + 1 ** +.32 No

l + 2 -.12

O + 2 ** +.26 No

Urban population 1 + 2 * -.29 Yes

Military expenditures 1 + 2 * -.28 No

Electricity 0 + l +.OO

l + 2 * +.24 No

0 + 2 -.02

Overall trade balance at T1 with:

inslture-oriented indicators:

Population growth 1 + 2 *** +.50 Yes

0 + 2 *** +.42 Yes

.13!:§§ent-oriented indicators:

.Agriculture 1 + 2 +.O6

0 + 2 ** -.27 Yes

lUilitary expenditures 1 + 2 ** -.35 No

\
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And finally, the highest correlations of all are between

overall trade balance at T1 and average annual growth rate of popu-

lation.31 The greater one's trade deficit, the higher is the

population growth rate in both the short and the longer run (both

significant at the .005 level). Again, it is worth pointing out

that.this expected relationship holds only with regard to overall

trade inequality and not with inequality vis-a-vis the OEC.

c) Evaluation of the Findings: In discussing this second

hypothesis, I have emphasized the--at times--striking differences

t>eetween the measures of exchange inequality in hypothesis 1 and

hypothesis 2, with respect to patterns of effectiveness outcomes.

A developing country's trade position with one group of developed

<2()untries (the "old" EC) appears more consequential for its develop-

'11eent than does its overall trade position with the world.

I found moderate supporting evidence for the hypothesis

11i1at the magnitude of unequal exchange does, in general, have a

I“liampering effect on B's attempts to move toward balance. Further-

‘Tlcnre, negative influence is stronger when one important set of

"Zloading partners is analytically separated from the total. To put

‘i‘t:differently, an exchange partner's chances of achieving balance

 

\

31Controls for SEI at T serve to raise correlations from

1t’1e .10 to the .05 level of signiQicance, in the predicted direction,

.4F53r population growth (TO + T2) and also for urban population (T]'+

:2 Use of aid as a control variable at T makes the relation-

iirrip with secondary education (I -1') signifilant at the .10 level,

Lrt not in the expected directioN. Pgrtialling out the effect of SE1

1? 'T reveals a correlation with tertiary education (T — T ) which is

ES‘Iganicant at the .10 level, in the opposite directioR fro that pre-

d‘i cted by the hypothesis.
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vary not only with the magnitude of the initial exchange gap but

alsoiwith the constellation of exchange partners. Although I did

not directly compare exchange relations of B with different sets of

specific partners, it seems that the presence of alternative exchange

partners (alternative to the EC) certainly did not decrease B's

chances for improving its position.

Further research should investigate in greater depth the

exact meaning of "constellation of exchange partners." To apply

EJnersonian guidelines proves not to be particularly useful in this

itistance, because the analytical restriction to a dyadic relationship

W‘i th only peripheral references to constellation-specific actions

Estnch as coalition formation ignores, for example, that coalitions

'Tuay promote or present balancing operations. In the present context,

'i‘t.should be explored whether the 44 developing countries will bene-

‘f’it more from entering into an association agreement with the enlarged

53!: than they did when trading with the OEC and with the new EC members

Separately.

Turning to the presentation and discussion of the next group

(Diihypotheses, I shall now investigate to what extent "internal" and

"external" dependence are in fact synonymous with being at a disadvant—

Eige in an unequal exchange situation.

.EixPothesis 3A: Dependence upon one export item in relation to

effectiveness outcomes

Arguing against theorists who define power in terms of an

aCl'tor's attributes, Emerson instead claims that power and dependence

(Dllght to be defined in terms of the relational properties of exchange.
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The present study explores the feasibility of systematically chang-

ing the context of Emerson's exchange-theoretical propositions and

derived extrapolations thereof. In the context of the exchange be-4

tween and among countries, the concept of "dependence" certainly has

a number of very different, if perhaps interrelated, meanings.

One meaning of dependence in this setting stems from the

developing country's internal economic strucutre; if a very high

Percentage of B's bundle of goods-for—exchange is taken up by just

one export comnodity, B's vulnerability to shift in the world market

Situation should also be high. Hypothesis 3A suggests that B's per-

Centage of total exports accounted for by one export item is inversely

Y‘elated to growth of effectiveness indicators. All correlations with

effectiveness indicators are predicted to be negative, again with

the exceptions of cost of living, average annual population growth,

military expenditures per capita, and dependence upon one export

‘i tem.32

a) Inter-country effectiveness: Neither a country's Inter-

national Monetary Fund quota position nor its indebtedness to private

Creditors is noticeably correlated with comnodity dependence, nor

Were they strongly related to exchange inequality in hypotheses l and

23. Even debt servicing performance, important in previous hypotheses,

32Hence dependence upon one export item, as an independent

Variable, was correlated with its own rate of change. There is some

question of the conceptual independence of these two variables--although

the empirical relationships were not high--and these correlations were

eXcluded from the sumnary tables included in the text.
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exhibited weak and inconclusive results. The remaining two inter-

country effectiveness indicators, however, show significant correla-

tions. Percentage of external public debt owed to international

organizations is highly significant in the expected direction, but

only with T0 values of the independent variable (shown in Table 7).

Even international organizations seem to favor less-dependent

countries, increasingly prefering them over the "dependent" countries

(who are presumably more in need of their lower interest rates).

When the effect of SEI is partialled out, this correlation approximates

~.48 with comnodity dependence at both T0 and T1 (see Tables 0-7 and

C~8 in Appendix C).

Correlations of dependence upon one export item with its

Own change rate (not shown) vary in direction. Commodity dependence

at T0 is positively related to its rate of change between T0 and T1 .

”in the expected direction. However, commodity dependence at T1 has

the opposite effect on the T0 —> T2 change rate. Both correlations

"each the .05 level of significance.

The question of debt servicing will be brought up again in

the discussion of the succeeding hypotheses. It should be mentioned

i n this context, that one of the major international organizations,

the International Monetary Fund (IMF) refinances the loans it provides

to developing countries, to a large extent with capital which it

t)Orrows at the prevailing interest rates from principal money markets

‘3 h the United States and Europe. For example, normal loans from the

IMF cost 4.25 per cent in the late 1940s and a little over 8 per cent
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Table 7. Hypothesis 3A: Inter-Country Effectiveness--Selected

Findings from Tables C-7 and C-8.

 

Dependence upon one export item at T0 with:

 

 
 

 

In the

Change Rate Predicted

Between Times /1 Direction?

External public debt 1 2 * -.35 Yes

owed to international

organizations

Dependence upon one export item atT1 with:

External public debt owed l 2 ** -.46 Yes

to international

organizations

k;

iri 1970 (see Osipov, 1972: 200). Only a relatively small share of the

IfflF loans is given at lower interest rates. These latter "soft" loans

Eilne administered by a sub-organization of the IMF, the International

[)eevelopment Association (IDA). The "old" six member countries of the

EElJropean Communities hold a 18.47 per cent share of the voting power

'i vi the IMF, whereas the 44 developing countries included in this study

ticald a 7.05 per cent share. The merger of the three "new" EC members

Y“iaised the EC's share to 29.17 per cent. In other words, even the

E2)kternal public debt repaid by developing countries to international
 

Organizations is really paid back to an organization where no other

(3(3untry in the world exceeds the EC with respect to voting power in

t:he Executive Directorate.

b) Intra-country effectiveness: Virtually all indicators

()1: economic growth (GDP per capita, electricity consumption, and
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capital formation) are significantly correlated with a developing

country's dependence upon one export commodity (see Table 8). Of

these, GDP and capital formation are related in the predicted

direction and the results for electricity consumption are inconclu-

s ive (when controlled33 for debt servicing performance at T], the

correlation becomes significant in the opposite direction).

It is worth mentioning that exchange inequality, measured

either as overall trade balance or balance with OEC, had no noticeable

effect upon gross domestic product. With respect to Emerson's theorum,

I suspect that a developing country's chance of closing the GDP gap

With exchange partners is related to its having a "balanced" (i.e.,

diversified) assortment of exchange items and not necessarily to the

Size of its initial trade inequality.

Neither the measures of individual welfare (cost of living

and caloric food supply) nor the urbanization indicator is affected

by degree of comnodity dependence. As was the case in the first

K

33The several control variables had varied effects upon

other relationships witheffectiveness indicators. Controls for

S51 at T reduced correlations found with population growth and

aSyricultgre and produced, for primary education (T - T ), a signi-

F‘l cance level of .10 in the opposite direction from that predicted.

Sierss domestic product, a measure of economic growth, is raised

"onla..10 to a .05 level of significance in the expected direction

"'rlen the effect of foreign aid receipts are partialled out.

Debt servicing performance as a control variable at T

F)!joduced changes for a number of effectiveness variables. Corrlla-

t:‘Ions which had been in the expected direction were reduced in the

(:iises of military expenditures, capital formation (T - T ) and

C‘GEbt to international organizations (T - T2). TertQary Education

(T - T ) increased in significance frDm a .10 to a .005 level,

QIDBositg of the hypothesized direction.
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Table 8. Hypothesis 3A: Intra-Country Effectiveness-~Selected

Findings from Tables C-7 and C-8.

 

 

 
 

 

 

 

 

 

Dependence upon one export item at T0 with:

In the

Change Rate Predicted

Between Times zé. Direction?

future-ori ented indicators:

Capital formation 0 + 1 *** -.49 Yes

1 + 2

+ 2 *** -.45 Yes

Tertiary education 01+ 1

1 + 2 ** +.36 No

0 + 2

Research institutions 1 + 2 ** +.35 No

Population growth 0 +-1

l'+ 2 * -.24 No

0 + 2 * -.28 No

Eflcesent-oriented indicators:

GDP per capita O + 1

l +~2 * -.27 Yes

0 + 2

Agriculture 0 +>l ** -.31 Yes

1 + 2

07+ 2 * -.27 Yes

Telephones O + l

l +'2 * +.27 No

I3ependence upon one export item at T1 with:

.Efliture-oriented indicators:

Capital formation 1 + 2

0 + 2 * -.26 Yes

Tertiary education l-+ 2 ** +.4l No

08+ 2 * +.31 No

Research institutions 1 + 2 ** +.30 No

.Eiresent-oriented indicators:

GDP per capita l + 2 ** -.37 Yes

0 + 2 ** -.32 Yes

Agriculture l-+ 2

O + 2 ** -.30 Yes

Telephones l-+ 2 ** +.31 No

0 + 2

Military expenditures 1 + 2 * +.23 Yes
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hypothesis, it is higher education rather than primary or secondary

education enrollments that is most affected by a country's inter-

national exchanges. However, correlations for tertiary education

and for number of research institutions per 500,000 population were

significant but not in the predicted direction. The same is true of

population growth with T measures of commodity dependence and for

O

the conmunications indicator (telephones per 100 persons from T1 to

T2. with T1 values of commodity dependence. At T], military expendi-

tures are significant at the .10 level in the predicted direction.

c) Commodity dependence: Evaluation of the findings:

It is immaterial to this hypothesis whether the dependence upon one

export item, in turn, may have directly resulted from external in-

fluences of a prior time. The consequences of a given level of ex-

port diversification or non-diversification have been explored. At

this point, I am unable to explain why growth in institutions of

higher learning is associated with unfavorable commodity dependence

situations. This hypothesis, in which an education measure operated

in the unexpected direction while GDP per capita correlated according

to predictions, may be compared with hypothesis 1: here the reverse

situation was observed, where GDP was unrelated to exchange inequality

with OEC but tertiary education was significant in the hypothesized

direction. Further research should explore whether it is possible to

rank-order the effectiveness indicators listed in Figure 8 according

to their "degree of vulnerability" to concepts such as dependence and

exchange inequality. Among the intra-country indicators, it would
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then be possible to evaluate why a more dependent country has a lower

growth rate of GDP and simultaneously a higher growth rate of college
 

graduates.

For example, certain "transmission" factors that convert

external results into internal consequences such as national elites

or military rulers should be included in further research. In the

above empirical case, one could explore whether other indicators

that are class-dependent (as is tertiary education in developing

countries) are more strongly affected by "external" dependencies,34

a finding substantially supported in this study.

In the following hypothesis, I shall discuss a second mean-

ing of dependence, one more readily connected with notions of

relational, "external" dependence.

Hypothesis 3B: Dependence upon exchange partners in relation to

effectiveness outcomes

Emerson's theorem leads one to believe that inequality of

exchange is synonymous with power advantage (for the "top dog") and

with dependence disadvantage (for the "underdog"); furthermore, the

power of A over B is, by definition, equal to the dependence of B

upon A. When Emerson defines power or dependence in a less circular

fashion, he talks in terms of "motivational investment" in the inter-

rnersonal context. For example, B's dependence upon A is equal to the

ahbunt of B's motivational investment in reWards mediated by A. The

inore he or she values or desires those rewards from A, the more de-

Pendent B is.

‘

34I will return to this weakness of my study in the con-

c1uding chapter.
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In doing so, Emerson does precisely what he says should not

be done: he defines power and dependence in terms of "actor" attri-

butes rather than relational properties. This weakness becomes more

apparent when the context is switched to that of international rela-

tions, where an equivalent of motivational investment is difficult to

pinpoint and one begins to question the usefulness of such a concept.35

At both the interpersonal and the international levels, I

would propose a definition of dependence which is non-tautological,

relational in nature, and also more amenable to operationalization.

B's dependence upon A can be measured as the percentage of B's total

exchange network which is "occupied" by any A.

In more general terms, B's overall dependence upon exchange

partners decreases as its exchanges are spread more equally among

greater numbers of partners. I operationalized this notion of the

"distribution" of B's exchanges as the number of countries accounting

for one-half of B's total imports and of B's total exports. The larger

this number of countries, the lower B's dependence.

Hypothesis 3B states that B's dependence upon trading part-

ners is inversely related to B's chances for moving toward more

balanced outcomes. All correlations with effectiveness outcome indi-

cators are predicted to be positive, with the usual exceptions of

dependence upon one export item, cost of living index, average annual

rate of population growth, and military expenditures per capita.

 

35Its usefulness at the interpersonal level could also be

questioned. Any Skinnerian would claim that it is folly to predict

behavior from "motivation;" how can one measure motivation except

by inferring it from the behavior?
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a) Inter-country effectiveness: Significant correlations

occur for dependence upon trading partners at T09

not at T].36 A highly significant correlation, not in the expected

but surprisingly,

direction, appears for number of countries accounting for half of

exports with external debt owed to private banks and other private

creditors (see Table 9). Apparently private creditors "agree" that

an increase in B's export buyers is good--for themselves; I had ex-

pected that such an increase would put B in a position to obtain more

favorable sources of loans and that B would, in fact, do so.

In the case of exports, the other significant correlations

occur with changes in dependence upon one export item. These are

opposite the expected direction and serve to emphasize that "internal"

and "external" dependence are indeed not synonymous. With respect

to imports, "internal" and "external" dependence show highly signi-

ficant correlations in the predicted direction but only for changes

between T0 and T]. In the following period, the direction is re-

versed. The unexpectedly high negative findings between T1 and T2

with respect to both imports and exports, makes one wonder if perhaps

something happened between T1 and T2 which allowed a country's dependence

upon one export to increase while the number of exchange partners also

increased. A check of the historical record indicates that precisely

 

36The one exception is external debt owed to international

organizations when SEI is controlled for at T . This correlation

reaches the .10 level of significance in the Dpposite direction from

that hypothesized, and occurs only with respect to export dependence.
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Table 9. Hypothesis 3B: Inter-Country Effectiveness--Selected

Findings from Tables 0-9 to C-12.

No. of countries accounting for 50 per cent of EXPORTS at T0 with:

 

  

In the

Change Rate Predicted

Between Times ./1- Direction?

Dependence upon one 0 + 1

export item 1 + 2 *** +.49 No

0 + 2 * +.28 No

Debt owed to private 1 + 2 ** -.45 No

creditors

No. of countries accounting for 50 per cent of IMPORTS at T0 with:

 

Dependence upon one

export item 0 + l *** -.46 Yes

1 + 2 * +.27 No

0 + 2

Debt servicing l + 2 *** +.56 Yes

 

during this time span the so—called "Kennedy Round" of negotiations

within the GATT framework took place, resulting in substantial joint

reductions of tariff barriers (see Metzger, 1964).

The final significant relationship occurs for imports at T0:

debt servicing performance supports the hypothesis at a significance

level of .005.

b) Intra-country effectiveness: Whereas most strong corre-

lations with inter-country indicators occurred with T0 values of the

independent variable, intra-country indicators were most often signi-

ficant for T].

Indicators relating to institutions of higher learning again

proved to be "sensitive" barometers, particularly in relation to the
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number of countries from which B imports. In the predicted direction,

these correlations reach the .005 level of significance for both en-

rollments in tertiary education and number of research institutions

per 500,000 persons.

Among the remaining indicators, it is perhaps ironic that

military expenditures per capita increase with an increase in the

number of countries from which imports are obtained. Is a decrease

in dependence upon trading partners accompanied by the "necessity"

to build up armed forces? The only other indicator which provides

important support, with respect to imports at T], is that of tele-

phones per 100 persons (T1 - T2).

Other scattered correlations exist, but inspection of

Tables C-9 to C-12 shows that the more important measure of dependence

is the number of countries from which B imports. Import correlations

were also very much influenced by controls for debt servicing

37
ability, which reflects the fact that imported goods are often

purchased on credit.

 

37The various control variables had negligible effects at

T , for exports and imports alike. At T], exports and imports showed

deely divergent patterns. ’Number of countries accounting for 50 per

cent of imports became significantly related to several variables

when the e fect of debt servicing status at T was removed: electri-

city and secondary education (TO - T2) became significant at the .05

level in the opposite direction from predictions, tertiary education

reached the .10 level in the expected direction, and the highly signi-

ficant expected relationship with telephones (T - T ) all but dis-

appears. Controls for SEI produce a .10 level 6f si nificance, in

the opposite direction, for military expenditures.

The striking effect of debt servicing with respect to imports

is not found for number of countries accounting for 50 per cent of
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c) External dependence--evaluation of the findings: In

the elaboration of this hypothesis (see Chapter II) I had mentioned

that both standardization and friendship arguments could be raised

against the plausibility of this operationalization of dependence.

Table 10 provides some support for the standardization argument but

pply if imports are being considered; the decline rate of agriculture's

share of GDP does correlate with having fewer exchange partners from

which to purchase industrial equipment.

On the other hand, the high correlations found for both

imports and exports with the indicators for higher learning seem to

weaken the friendship argument considerably. Even the argument that

it takes more trained specialists to build up and maintain an exchange

network with more countries does not find empirical support; the

correlation between the decline rate of agriculture and tertiary

education is zero.

As was pointed out in Chapter III, I regret having set the

arbitrary limit of 50 per cent. For example, at T0, 76.85 per cent

of all imports of the Ivory Coast came from one country. At the

same time period, 58.50 per cent of all imports of Gabon also came

from just one country. Both countries were treated identically in

 

ex orts. Some small impact can be noted: Secondary education (T -

1 1 reaches the .10 level in the expected direction and electricity

c nsumption (T - T ) becomes significant at the .05 level, but in

the opposite d1rect on, SEI at T , again with respect to exports,

has a depressing effect upon eleltricity consumption (T - T ) al-

though correlations are still opposite of predictions; military

expenditures and secondary education (T - T both reach the .10

level, the former in the opposite direction 5nd the latter in the

predicted one.



84

Table 10. Hypothesis 3B: Intra—Country Effectiveness-~Selected

Findings from Tables C-9 to C-12.

 

 

 
 

 

 

 

 

 

 

 

No. of countries accounting for 50 per cent of EXPORTS at T0 with:

In the

Change Rate Predicted

Between Times Direction?

Future-oriented indicators:

Research institutions 1 + 2 * -.28 No

Population growth 0 + l * +.32 No

l + 2

0 + 2

No. of countries accounting for 50 per cent of EXPORTS at T1 with:

Future-oriented indicators:

Tertiary edbcation l + 2

0 + 2 *** +.68 Yes

Present-oriented indicators:

Electricity 1 + 2

O +.2 * -.26 No

No. of countries accounting for 50 per cent of IMPORTS at T0 with:

Future-oriented indicators:

Secondary education 0 + l * -.25 No

1 + 2

O + 2

Tertiary education 0 + l

l +~2 ** +.36 Yes

O-+ 2

Present-oriented indicators:

Military expenditures 1 +>2 * +.27 No

Agriculture O-+ l

1-+ 2 * -.25 No

0 + 2 * -.25 No

No of countries accounting for 50 per cent of IMPORTS at T with:
‘l .

 

Eyture-oriented indicators:

Research institutions 1 + 2 *** +.62 Yes

Present-oriented indicators:
 

CaToric food supply 1 + 2 * +.24 Yes

Urban population 1 +-2 * -.21 No

Telephones l-+ 2 *** +.47 Yes

0 +2
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this analysis, although it is obvious that the Ivory Coast is con-

siderably more "dependent" upon that one country than is Gabon.

Further research should take this into account and delete my arbitrary

limits; both exchange inequality and dependence could be much better

explored in their interrelationship. Furthermore, the concepts of

size and differentiation--imp1icit in the formulation of this hypo-

thesis-~should be scrutinized analytically with respect to exchange

inequality and dependence. Do independence and differentiation imply

each other?

In the following, I shall present and discuss to what

extent-~in the terminology of economists--non-market transactions

are likely to increase independence and decrease unequal exchange.

Hypothesis 3C: Inequality of Exchange with the "Old" EC in Relation

to Amount of Aid From Non-EC

The final two hypotheses address a question that has been

hotly debated among political scientists and other experts on inter-

national relations: Is foreign aid really helping the developing

countries?38 Mahmet, in discussing the single case of Somalia,

describes the tying of aid, concentration of investments in the physi-

cal infrastructure to the neglect of the social infrastructure, and

the enormous indebtedness to foreign countries. He concludes that

"the moral emerging from Somalia's experience with foreign aid is that

 

38For examples of this debate see: the various contributions

contained in Chilcote, 1974; Rosen and Kurth, 1974; Osipov, 1972;

Singer, 1972; Stevenson, 1972; Wittkopf, 1972; Ward, 1971; Dos Santos,

1970; Pearson, 1969; Frank, 1966.
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aid is far from being an unqualified bonus given by well-wishing

donors" (1971:47). One implication of this conclusion is that the

most needy countries, being in a poorer position to return benefits

to potential donors, will receive the least amount of foreign aid--

either from the EC or from other nations.

In Hypothesis 3C, I am specifically interested in the

amount of aid B receives from alternatives to A (all non-EC countries).
 

The greater B's exchange inequality with A (the "old" EC), I predict,

the less aid B will receive from alternative exchange partners. As

in hypothesis 1, the magnitude of the initial exchange gap should

directly affect B's chances for balancing outcomes--in this case by

curtailing one of B's balancing options, that of finding alternative

exchange partners.

As summarized in Table 11, I found that just the opposite

is the case for T].39 The better a developing country's trade posi-

tion with the OEC, the lg§§_total aid it received from other nations

during the following time period. This relationship becomes weaker

when population size is taken into account (by using per capita trade

balance figures) but still remains statistically significant.

Partialling out the effect of debt servicing status further

depresses the correlations, thus lending some support to Osipov's

(1972) contention that the use of the single concept "aid" to cover

both outright gifts and loans is misleading. Adequate measures of the

 

39At T , only low correlations (between -.11 and -.l4) were

found. These, h8wever, are in the predicted direction.
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"grant-equivalent" value of aid need to be developed before a truly

rigorous test of this hypothesis can be made.

Table 11. Hypothesis 3C: Amount of Foreign Aid Received From Non-

EC Countries--Se1ected Findings from Tables C-l3 to C-16

 

Raw balance of trade with OEC at T1 with:

 

 

In the

Time Predicted

Period /4— Direction?

Amount of aid from

non-EC 2 *** +.48 No

Per capita balance of trade with OEC at T1 with:

Amount of aid from 2 * +.26 No

non-EC

 

Two alternative explanations for the negative findings appear

plausible. First, one could presume that non-EC givers of aid are

altruistic, seeking out the poorest countries, i.e., those with the

largest trade deficits. Second, one could argue that the correlations

would switch in the predicted direction if Great Britain, a "new" EC

member, were included with the DEC group; after all, about one-half

of the 44 developing countries are former British colonies.

To have obtained lower correlations when trade balances are

transformed into per capita values is consistent with that of an earlier

World Bank study, recently confirmed by Wittkopf (1972). Although

more Populous countries receive larger absolute amounts of aid, they

receive*less aid per capita than do less populous countries.
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This hypothesis dealt with specific sources of foreign aid,

in terms of the donor countries involved. The next and final hypo-

thesis takes a different approach to the question of aid. It examines

the institutional channels through which aid is given. Any donor

country may give aid directly (bilateral aid) and/or indirectly via

contributions to international organizations (multilateral aid). Does

the institutional form in which aid is given—-bilateral versus multi-

lateral-—influence the "effectiveness" of a specific amount of aid?

Hypothesis 30: Multilaterality of Aid in Relation to Effectiveness

Outcomes

Using Emerson's fifth theorem as a guideline, this hypothesis

predicts that multilateral assistance is more beneficial to B than

bilateral aid--not necessarily because it has inherent advantages but

because it has fewer of the disadvantages which frequently accompany

bilateral aid (see, for example, Mehmet's list of disadvantages cited

above). Multilateral aid more nearly approximates altruism, or

"status giving" in Emerson's terms; as such, it is expected to in-

crease B's chances of moving towards balanced outcomes.

a) Inter-country,effectiveness: Findings are summarized

40
in Tables 12 and 13. Only negative results were obtained with re-

spect to inter-country effectiveness indicators (Table 12).

 

40At T (not shown), results were not statistically signi-

ficant. Externa1 debt owed to both private creditors and international

organizations had lower correlations (-.12 and -.09 respectively) but

were in the same direction as in T].
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Table 12. Hypothesis 3D: Inter—Country Effectiveness--Selected

Findings from Tables C-17 and C-l8.

 

Percentage of aid from multilateral sources at T0 with:

 

  

In the

Change Rate Predicted

Between Times ’44 Direction?

External debt owed to 1 +~2 ** -.54 No

private creditors

External debt owed to l + 2 * -.32 No

international

organizations

 

The relatively high correlation between multilaterality

of aid and the increased rate at which developing countries are in-

debted to private creditors should be commented on. When presenting

the list of effectiveness indicators on pp. 37-38, I was not sure

whether a decrease or an increase in that rate should be assumed to

indicate an improvement. After all, one could argue that an increase

of private capital inflow reflects the creditor's confidence that a
 

country will develop, at least to the extent that the profit return

rate will equal or surpass the return rate in other countries. By

the same token, an increase in indebtedness to international organi-

zations could be interpreted as a sign that private creditors recall

their capital from a country and prefer to spread the risk.

If this line of reasoning is sound, then the percentage of

multilateral aid is indeed a good indicator for assessing whether or

not private creditors, at least, believe that a country is doing well.
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Although there are certain exceptions, the same general

results are found for the indicators of intra-country effectiveness

as well (see Table 13). The overall pattern seems to show that re-

ceiving assistance from multilateral sources is ppt_an advantage,

contrary to my predictions.

b) Intra-country effectiveness: The only correlations

4] are with education and the de-that are in the expected direction

cline rate at which GDP is accounted for by agriculture. All others

seem to lend support to those who maintain that bilateral aid remains

a beneficial way of helping B to improve its position.

c) Evaluation of the findings: The findings, at best,

provide only weak support for the hypothesis that multilateral aid

is more beneficial to developing countries than is bilateral aid.

For example, no other independent variable in this study showed nearly

so strong a correlation with the growth rate of primary education as

this one did. Furthermore, the modest correlation between multi-

laterality of aid and the indirect indicator for industrialization--

GDP accounted for by agriculture--is identical to the correlation

 

41The impact of control variables was negligible for T . At

T the usual effect of controls was to somewhat reduce correlatigns

far indicators listed in Table 13. One exception should be noted,

that of SEI which tended to increase relationships (e.g., for agri-

culture, secondary education and capital formation (T - T2) which

are all opposite the expected direction). Partiallyi out SEI raised

correlations to a .10 significance level for telephones (T - T2) in

the opposite direction and, along with controls for foreigh aid re-

ceived. revealed significant relations with population growth (T1 -

T2 and T0 - T2) in the direction predicted by the hypothesis.
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Table 13. Hypothesis 3D: Intra-Country Effectiveness--Selected

Findings from Tables C-17 and C-18.

 

Percentage of aid from multilateral sources at T

 

 
 

 

 

 

 

 

0 Wlth:

In the

Change Rate Predicted

Between Times Direction?

Future-oriented indicators:

Capital formation 0 + l

1 + 2

O + 2 * -.24 No

Primary education 0 +~l *** +.43 Yes

1 + 2

O + 2 *** +.46 Yes

Research institutions 1 + 2 * -.26 No

Population growth 0 +'1 ** +.27 No

1 + 2

O + 2

Present-oriented indicators:

GDP per capita O +.] * -.24 No

l + 2

O'+ 2

Agriculture O-+ 1 ** +.30 Yes

1 + 2

O +~2 * +.21 Yes

Percentage of aid from multilateral sources at T1 with:

Future-oriented indicators:

Capital formation 1 +'2 * -.26 No

O-+ 2 * -.25 No

Secondary education 1 +'2 * -.25 No

0 +~2 * -.27 No

Tertiary education 1 +‘2 ** +.44 Yes

0 +>2

Research institutions 1 +'2 * -.24 No

Present-oriented indicators:

GDPper capita 1 +~2 *** -.53 No

0 +-2 *** -.44 No

Agriculture 1 +-2 ** -.29 No

0 +-2 * -.23 No

Caloric food supply 1 + 2 * -.24 No
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that was found between inequality of exchange with the "old" EC and

agriculture. In other words,, whereas a large trade deficit with the

EC depresses a developing country's chances to develop industrially,

a higher percentage share increases that chance by the same amount.

On the other hand, the strong correlation between GDP growth

rates and multilaterality of aid in the opposite direction suggests,

in addition to the other negative findings, that multilaterality——as

measured--is not the hoped-for midwife for developmental growth.

In concluding this chapter, I shall raise the question of

how an improved operationalization for multilaterality can be found

and what its underlying dimension could be, since multilaterality of

aid simply refers to an organizational arrangement for handling non-

market transactions.

I should have controlled for the relative poverty of the

receiving partners. Poorer nations, for whom development is most

difficult, may simply receive more multilateral aid or so little bi-

lateral aid that what multilateral aid they get comprises a large

percentage of their total.42

 

42Another procedure for determining the effect of the

institutional form of aid, independently from the effect of the

amount of aid involved, is the following. Instead of using er-

centa e of aid from multilateral sources, I could have used the

afisolute amount of multilateral aid and then controlled for size

of total aid receipts (both bilateral and multilateral). This would

help avoid the problem that percentage of multilateral aid apparently

is associated with the confounding variable of relative poverty.
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A second improvement in the operationalization of aid

multilaterality could also be made. One should distinguish between

multilateral organizations having independent decision making

authority and those in which aid allocations are determined accord-

ing to self-serving interests of member governments. Almost all

multilateral sources considered in this study lack independence to

some extent, either from the constraints of interest rates prevail-

ing in national money markets (see Osipov, 1972) or from the willing-

ness of developed countries.to supply subscription capital (see my

discussion of the voting power arrangements in the IMF, p. 74.

The important underlying variable, in other words, may be

independence of authority rather than multilaterality/bilaterality

per se. If aid from relatively dependent givers (bilateral aid and

that from certain multilateral organizations) were compared with aid

from the more independent multilateral organizations, the expected

results might be found.

The concluding chapter which follows will summarize the

overall implications of this research project. It begins with a dis-

cussion of two possible objections about the data base upon which my

findings rest. I then will assess the extent to which Emerson's

fifty theorem has proved to be useful as a guideline for analyzing

international exchange relationships.



CHAPTER V

CONCLUDING REMARKS AND DISCUSSION

Summary of the Study

This study dealt with the outcomes of exchange among

developing and developed countries. Two interrelated groups of

indicators were used for the independent (exchange) variables. The

first group dealt with market transactions, (including directional
 

trade matrices tracing the flow of goods and services and measures

derived and constructed from this data base, e.g., for measurement

of the concepts of exchange inequality and dependence upon exchange

partners. The second group might be termed non-market transactions

or, in the words of Horvath (1974), "net one-way resource flows."

I am referring to foreign aid, of which multilateral aid is a

special form. Such aid might be viewed as a temporary bandage on

the wounds caused in part by the effects of market transaction

losses.

These independent variables represent exchanges in the con-

text of international relations, on what has been metaphorically

called the "macro" level. That is, such "micro" concepts as senti-

ments and attraction are systematically excluded from the analysis

in the normative context of international relations.

'94
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The intention of this study was to explore the feasibility

of utilizing exchange-theoretical propositions of Richard Emerson as

an analysis guide within this "macro" context.

The major dependent variable, the outcomes or "balancing

effectiveness" results of exchanges between nations, was measured by

the growth or decline rates of 19 indicators of a country's develop-

ment. An attempt was made to determine the extent to which these

effectiveness measures correlate with, or are affected by, factors

that are not indigenous but operate only in the presence of external

exchanges.

The empirical setting of the study was the group of 44

developing countries that are currently negotiating or renegotiating

about conditions under which future aid and trade exchanges should

take place between themselves and the enlarged European Communities.

This seemed an appropriate time to explore, via the use of data from

published sources, how these countries have fared historically in

their exchanges with the EC49 since its founding. The notion of how

countries have "fared" as a consequence of their market and non-market

exchange transactions with the EC, refers to their progress with

respect to the 19 developmental effectiveness indicators.

Results of the research provide limited support for the

contention that the magnitude of the initial exchange gap affects the

 

49During the time span under study-~1958 through 1972--Denmark,

Ireland, and Great Britain were not yet EC members and were not grouped

with the other EC nations for analysis purposes.
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subsequent developmental progress of the "underdog" partner (hypotheses

l and 2). The major finding is that the magnitude of a developing

country's exchange gap with abroad (its overall trade balance) appears

far less consequential for its development than the magnitude of its

exchange gap vis-a-vis the European Communities. To have had a

smaller positive or a negative trade balance with the EC was associated

with lower growth rates. For example, the effectiveness outcome indi-

cator of dependence upon one export item during one time period showed

a correlation of .85 with a developing country's trade balance with

the EC but only a correlation of .22 with its overall balance of trade.

With respect to the measures of dependence (hypotheses 3A
 

and 33), mixed results were obtained. When dependence was operational-

ized in terms of a country's internal economy (lack of export diversi-

fication, i.e., dependence upon one export commodity) growth rates of

higher education indicators show strong correlations in the predicted

direction. When dependence was operationalized in external terms

(dependence upon trading partners, i.e., number of countries account-

ing for 50 per cent of total exports and imports), these correlations

were moderate to weak in the opposite direction. This inconsistent

pattern of results raises validity questions regarding the operationali-

zation of dependence. For example, diversification of an economy may

not be a sign of weakened but of strengthened dependence if either

exhausted supplies of natural resources or significant price cuts on

the world market call for such shifts.
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Predictions about non-market transactions (hypotheses 3B

and 3C) received little consistent support. The expectation that

multilateral aid would be more beneficial to developing countries

than bilateral aid--even when the effect of total amount of aid

receipts was removed--was not supported. It is suggested that the

critical underlying variable is not the multilaterality/bilaterality

of aid-giving channels per se but the indgpendence of authority

to allocate aid, e.g., independence from pressures to distribute

aid in accordance with the self-interests of donor governments.

Somewhat more support was found for the prediction that a large

initial exchange gap with the EC will serve to depress the amount

of aid received from non-EC sources.

Discussion
 

The use of Emerson's fifth theorem as a working guide-

line--but only as a guideline--proved to be a useful strategy.

It is now possible to pinpoint weaknesses in that theorem, which

become more readily apparent when trying to apply it in a new

context, and potentially to incorporate improvements into the

original theory.

In particular, it was learned that the magnitude of

the initial exchange inequality--not considered by Emerson--does

indeed make a difference for balancing operations and should be

taken into account. Second, dependence and exchange inequality,
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although interrelated, should be kept separate analytically. Third,

the constellation of exchange partners affects the "dyadic" relation

between A and B, not only with respect to balancing operations but

at a more fundamental 1eve1--by affecting the parameters under

which their exchange takes place.

Further research should explore under what circumstances

the constellation of exchange partners is a variable in itself.

For example, directional dependency may "bind" A and B via third

partners to the exchange although their direct exchange may be

both negligible in terms of magnitude and equal regarding the

exchange equation. Such an approach could lead to researchable

questions that would investigate how social networks are conceptu-

ally equivalent to economic markets.

Underlying such an agenda for further research is a

problematic assumption, however. I am referring to the adequacy

and usefulness of a vertical integration of theoretical work.
 

The application of "level-switching" theoretical ideas in more

than a metaphoric or guideline sense seems to be questionable

since context-specific parameters may eliminate or even reverse

the connections among variables that the context-free theory

stipulates.

For example, the present study pinpointed the necessity

of researching both the interorganizational and the intraorganiza-

tional arrangements of the European Communities in their relations
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with the developing countries. It is not merely the debt servicing

performance--a powerful explanatory variable-—but the organizational

"referral system" of such a performance that should be studied.

Should one attempt, then, to search for conceptual equivalents for

these variables at different aggregate levels? Or should these

variables be called context-specific parameters? 15 it useful at

all to make the distinction between context-specific and context-

free theories?

I hope that the application of alternative theoretical

models such as the triadic network model and interorganizational

theoretical conceptual schemes to the data base that was con-

structed in this study may help in finding answers to these questions.
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Table A-1.* Inequality of Overall Trade Position: Total Imports as

a Per Cent of Total Exports Over Time.

 

 

Country TimeO Time1 Time2

Per cent Per Cent Per Cent

Bahamas 919.05 2,898.40 462.00

Barbados 187.38 180.69 282.50

Belgium 103.86 105.39 98.91

Botswana .... .... ....

Burundi .... 175.00 116.67

Cameroun 82.61 100.00 113.51

C.A.R. 212.50 129.41 114.29

Congo (P.R.) 356.00 161.54 193.48

Ivory Coast 76.09 83.33 79.46

Dahomey 175.00 325.00 209.09

Denmark 114.47 124.09 122.13

Ethiopia 133.33 300.00 140.00

Fiji 128.89 130.28 179.28

France 99.25 107.41 104.77

Gabon 75.27 68.89 95.59

Gambia 108.57 119.59 143.35

W. Germany 87.50 90.49 85.27

Ghana 10.64 125.00 88.37

Guinee 25.00 26.67 46.67

Guyana 123.53 90.80 100.00

Grenada .... .... ....

Upper Volta 300.00 266.67 225.00

Ireland 148.94 154.76 138.18

Italy 126.56 117.36 106.13

Jamaica 138.20 121.37 162.94

Kenya 180.00 140.00 144.00

Lesotho

*See Appendix B-l for measurement details and sources of data.
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Table A-l.* Continued.

 

 

Country Time0 Time1 Time2

Per Cent Per Cent Per Cent

Liberia 84.31 109.52 71.19

Luxembourg 100.00 100.00 100.00

Madagascar 135.29 146.67 123.81

Malawi .... 158.33 164.29

Mali 200.00 220.00 220.00

Mauritius 129.63 104.12 116.16

Mauritania 1,566.67 66.67 64.79

Netherlands 112.50 119.32 103.32

Niger 66.67 200.00 155.56

Nigeria 123.08 108.33 78.26

Rwanda .... ‘233.33 160.00

W. Somoa 75.00 160.98 2,728.57

Senegal .... 97.96 127.27

Sierra Leone 100.00 119.44 102.38

Somalia .... 130.77 166.67

Soudan 107.14 118.75 100.00

Swaziland .... .... ....

Tanzania 50.00 78.95 119.05

Tchad 166.67 142.86 177.78

Togo 250.00 131.58 132.00

Tonga .... .... ....

Trinidad & Tobago 984.85 103.34 113.37

Uganda 60.00 62.50 60.71

United Kingdom 118.09 117.02 115.77

Zaire .... 87.50 75.00

Zambia .... 59.38 74.87

United States 75.45 84.72 100.96

P.R. China 100.00 100.00 133.33

U.S.S.R. 103.85 94.59 92.45

Japan 93.02 76.34 90.82

 

*See Appendix B-l for measurement details and sources of data.
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Table A-2.* Dependence Upon One Export Commodity Over Time: Per Cent

of Total Exports Accounted For by That Commodity Which

Was The Largest Export Item at Timeo.

 

 

Largest Export Time0 Time1 Time2

Country Commodity (at Per Cent Per Cent Per Cent
1me0)

Bahamas .... .... .... ....

Barbados Sugar 70.4 56.2 47.4

Botswana Coffee .... .... ....

Burundi Coffee .... 77.1 88.4

Cameroun Cocoa Beans 33.9 21.3 25.4

C.A.R. Raw Cotton 44.3 19.3 23.4

Congo (P.R.) Timber Broadleaves 70.9 37.9 40.9

Ivory Coast Coffee 50.1 37.9 30.4

Dahomey Palm oil 18.2 21.4 7.1

Ethiopia Coffee 52.0 65.3 57.5

Fiji Sugar 59.3 63.1 58.0

Gabon Timber Broadleaves 59.3 32.9 26.7

Gambia Groundnuts 77.6 48.1 39.0

Ghana Cocoa Beans 63.3 65.7 57.3

Guinee Coffee 16.5 11.1 9.4

Guyana Sugar 45.3 26.4 30.1

Grenada Cocoa Beans 45.0 21.8 27.9

Upper Volta Raw Cotton 2.0 7.4 21.4

Jamaica Sugar 22.8 19.3 13.6

Kenya Coffee 25.7 27.4 24.0

Lesotho .... .... .... ...

Liberia Rubber 47.1 21.5 16.0

Madagascar Coffee 31.9 31.5 30.2

*See Appendix B-2 for measurement details and sources of data.
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Table A-2.* Continued.

 

'Largest Export

 

Country Commodity (at Timeo Time] Timez

Timeo) Per Cent Per Cent Per Cent

Malawi .... .... ....

Mali Groundnuts 91.1 14.1 9.7

Mauritius Sugar 89.8 90.2 88.9

Mauritania ... .... ....

Niger Groundnuts 56.3 49.6 52.3

Nigeria Cocoa Beans 21.7 15.9 20.5

Rwanda Coffee .... 52.5 57.4

W. Somoa Cocoa Beans 29.1 23.7 40.3

Senegal Groundnuts 38.1 28.9 19.5

Sierra Leone Iron Ore 14.5 16.8 13.2

Somalia .... .... .... ....

Soudan Raw Cotton 52.3 45.9 57.3

Swaziland .... .... ....

Tanzania Sisal 25.3 21.4 10.4

Tchad Raw Cotton 63.5 78.1 78.8

Togo Cocoa Beans 37.3 25.3 29.6

Tonga .... .... ....

Trinidad & Tobago Sugar 7.4 5.9 4.9

Uganda Coffee 39.6 47.6 54.0

Zaire Copper 17.7 50.9 65.1

Zambia Copper 94.9 90.2 94.0

 

*See Appendix B-2 for measurement details and sources of data.
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Table A-5.* Number of Trading Partners (Countries) Accounting For

Fifty Per Cent of a Developing Country's Imports and

Exports, Over Time.

 

  

 

Imports Exports

Country T0 T1 T2 T0 T1 T2

Bahamas Ol 01 Ol Ol Ol Ol

Barbados O3 O3 03 Ol 02 02

Botswana .. .. .. ..

Burundi .. O4 O4 .. 13 Ol

Cameroun Ol Ol 01 Ol Ol 02

C.A.R. Ol 01 Ol 01 02 02

Congo (P.R.) 02 Ol 01 Ol 03 04

Ivory Coast Ol Ol 02 Ol 02 O3

Dahomey ll Ol 02 lO Ol 02

Ethiopia 04 O4 O4 02 02 02

Fiji 05 l2 2l 02 02 02

Gabon 01 Ol 02 02 02 O3

Gambia 02 15 Ol 02 12 l5

Ghana 03 O4 O3 02 O3 03

Guinee Ol 03 O3 02 06 Zl

Guyana 02 02 02 02 O4 02

Grenada .. .. .. .. .. ..

Upper Volta 01 02 02 01 02 02

Jamaica 02 02 02 02 02 02

Kenya 02 O4 O4 O3 l4 05

Lesotho .. .. .. .. .. ..

Liberia Ol 02 04 Ol 02 03

*See Appendix B-5 for measurement details and sources of data.



Table A-5.* Continued.
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Imports Exports

Country T0 T1 T2 T0 T1 T2

Madagascar Ol 01 Ol Ol Ol 02

Malawi .. O4 26 .. O3 02

Mali O3 05 O3 05 O4 06

Mauritius 05 09 lo Ol Ol Ol

Mauritania 05 Ol 02 O4 03 O3

Niger 02 Ol 02 Ol Ol 01

Nigeria 02 03 03 02 O3 O4

Rwanda .. 03 O6 .. 02 02

w. Samoa Ol lO ll Ol 03 01

Senegal .. Ol 02 .. Ol 01

Sierra Leone 02 03 04 Ol Ol Ol

Somalia .. 03 O4 .. 02 22

Soudan O6 06 06 O4 O6 05

Swaziland .. .. .. .. .. ..

Tanzania 05 05 05 O4 05 O7

Tchad Ol Ol 02 Ol 02 Ol

Togo O3 O3 03 Ol 02 02

Tonga .. .. .. .. .. ..

Trinidad & Tobago O4 l6 l6 O3 O3 02

Uganda ll 02 O3 O4 O7 O4

Zaire O4 O4 06 02

Zambia 25 39 O4 O3

 

*See Appendix B-5 for measurement details and sources of data.
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Table A-6.* Susceptibility to External Influence: Over Time.

 

Country Time Time

 

o 1 T1"“ez

Bahamas .... .... 1.45

Barbados 1.45 1.20 1.13

Belgium .64 .69 .81

Botswana .... .42 .34

Burundi .05 .29 .35

Cameroun .54 .45 .49

C.A.R. .50 .44 .42

Congo (P.R.) 1.76 1.75 .78

Ivory Coast .71 .23 .69

Dahomey .53 .33 .46

Denmark .59 .48 .52

Ethiopia .23 .17 .21

Fiji 1.61 1.14 .83

France .24 .20 .26

Gabon 1.14 .79 1.17

Gambia 2.38 4.03 3.58

N. Germany .34 .29 .39

Ghana .35 .35 .36

Guinee .24 .29 .50

Guyana 1.20 1.14 1.10

Grenada .... .45 ....

Upper Volta .25 .39 .30

Ireland .61 .57 .33

Italy .24 .24 .33

Jamaica .61 .62 .69

Kenya .63 .54 .48

Lesotho .... .60 .17

Liberia 1.33 1.32 1.43

Luxembourg .53 .61 .80

*See Appendix B-6 for measurement details and sources of data.
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Country Time0 Time1 Time

Madagascar .51 .43 .46

Malawi .14 .68 .62

Mali .41 .33 .27

Mauritius .84 .76 .90

Mauritania 1.11 .66 .79

Netherlands .80 .7O .72

Niger 1.60 1.50 .40

Nigeria .53 .36 .42

Rwanda .06 .35 .29

N. Somoa ... ... 7.43

Senegal .14 .48 .47

Sierra Leone .97 .61 .51

Somalia .28 .64 1.02

Soudan .31 .35 .44

Swaziland ... .13 .11

Tanzania .15 .57 .65

Tchad .85 .41 .46

Togo .39 .51 .55

Tonga ... .... .03

Trinidad & Tobago .75 1.27 1.29

Uganda .53 .52 .43

United Kingdom .33 .28 .36

Zaire .1O .42 .76

Zambia .06 1.23 1.01

United States .07 .07 .09

P.R. China ... .... ....

U.S.S.R. .09 .11 .11

Japan .18 .17 .20

 

*See Appendix B-6 for measurement details and sources of data.
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APPENDIX B

CONCEPTUAL AND STATISTICAL MEASUREMENT

ISSUES AND SOURCES

Details of operationalization and major sources of data

for all indicators are included in this appendix. Wherever data

were available for more than one year within each time period

(1958-1960, 1962-1966, and 1968-1972 respectively), one of two pro-

cedures was used. An average of the available figures was calcu-

lated, in most instances. However, when this procedure seemed

inappropriate--e.g., when data were available only for the middle

and end of a time period--that figure closest to the "middle year"

was used.

All raw figures used were converted into U.S. dollars and,

where appropriate, "constant dollars" were used in order to eliminate

the effect of differential inflation rates among countries.

Effectiveness Outcomes indicators (all dependent variables

with the exception of Amount of Aid from Non-EC Countries) are change

rates. Such rates may be either positive ("growth") or negative

("decline"). Rates for Population Growth and Military Expenditures

are annual average changes in per cent. All others were calculated

for the present study by taking the difference (change) between two

tine periods as a percentage of the base-year value. For example:
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(T2 ' T1)

X 100 = per cent change

T1

Where not obvious, the direction of scoring (e.g., whether

a high value or a low value is assumed to indicate high Effective-

ness Outcomes) is indicated.

B.1: Overall balance of trade (independent variable).

a) Operationalization: This indicator of inequality of

exchange is a country's balance of trade with the rest of the world.

The usual method of subtracting imports from exports was not used.

 

In order to focus upon the relationship of imports to

exports, the confounding influence of the sheer magnitude of trade

was removed by taking imports as a percentage of exports:

Total exports

Total imports
X 100

 

inequality of trade balance

b) Scoring direction: A “good" trade balance will have

a value of less than 100 per cent, while a "poor“ balance will ex-

ceed 100 per cent. In other words, this indicator is highest when

B's (negative) inequality is greatest.

c) Source: International Monetary Fund, International
 

Financial Statistics

1965: Vol. 18, No. 12

1973: Vol. 22, No. 12

8.2: Percentage of total exports accounted for by one export

commodity (independent variable and--in.the form of a change

rate--also a dependent variable)
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a) Operationalization: This is an indicator of a country's

dependence upon one export item. The underlying assumption is that a

diversified economy, i.e., one not highly dependent upon one or two

export items but having a variety of valued export products, is less

vulnerable to the ups and downs of world market prices.

From a list of the quantitatively most important exports of

developing countries, fourteen export commodities were chosen. These

agricultural and metal products are:

Copper Palmoil

Cocoa Beans Raw Cotton

Coffee Tea

Timber Broadleaves Sisal

Rubber Tin

Sugar Iron Ore

Groundnuts Manganese Ore

Each country's exports of these fourteen commodities at T0 were then

scanned by computer, which selected the one commodity accounting for

the largest share of total country exports. That commodity was then

examined at all time periods and its percentage of total country ex-

ports calculated for each time. Assuming an approximately equal country

share of world exports for that commodity and no substantial market

price cuts, a decrease in that percentage over time is assumed to in-

dicate greater diversification of the economy and, hence, decreased

dependence upon one export item. Those few countries for which none of

the commodities listed was a major export were dropped from the

analysis.
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b) Scoring direction: A higher value is assumed to indi-

cate lower dependence on one export item.

c) Sources: International Bank for Reconstruction and

Development, International Development

Association, Commodity Trade and Price Trends:

1973 Edition. Report No. EC-166/73.

United Nations Statistical Office, World Trade

Annual, Vol. I.

1963

1965

1967

1969

1971

1973

B.3: Raw directional balance of trade matrix (used to construct

independent variables B.4 and 8.5).

a) Operationalization: Unlike the overall trade balance

in B.1, these trade balances were computed by simply subtracting

imports from exports. The procedure was more complicated than it

sounds, since a total of nine 57 X 57 directional trade matrices

\vere involved. For each time period, separate export and import

matrices were constructed indicating the flows from each country to

each other country. Trade balance matrices were then calculated by

computer from the corresponding export and import matrices (see

Appendix A.3). Imports and exports were in thousand U.S. dollars at

current prices.

b) Sources: International Bank for Reconstruction and

Development, Direction of Trade: A
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Supplement to International Financial

Statistics

Vol. 1

Vol. 3

Vol. 4

Vol. 6

Vol. 7

United Nations Economic Commission on Africa,

UNECA Trade Statistics, Series A. Various

years.

United Nations Economic Commission for Asia,

UNEC-Asia Trade Statistics.l Various years.

United Nations Economic Commission for

Latin America, UNECLA Trade Statistics.

Various years.

8.4 and 3.5: Raw and per capita balance of trade with “old" EC

countries (independent variables).

a) Operationalization: From the raw directional balance

of trade matrices (8.3), each country's raw balance of trade with the

group of six "01d" EC countries was obtained by having the computer

sum across these six individual balances.

Per capita balances were also calculated, as a way of con-

‘trolling for the effect of differential size of developing countries.

This was done by dividing the raw balance with the old EC by the

average population size of the corresponding time period, with an ad-

Justment to convert the result into dollars (rather than thousand

dollars).
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b) Scoring direction: A higher value indicates a more

favorable trade situation.

c) Sources: For trade statistics, see 8.3.

For population statistics used in all per

capita calculations:

United Nations_Demographic Yearbook

1959 through 1973

United Nations Statistical Yearbook

1959 through 1973

3.6 and 8.7: Number of countries accounting for 50 per cent of a

country's exports and of a country's imports (inde-

pendent variables)

a) Operationalization: These indicators of a country's

dependence upon trading partners are based upon the assumption that

dependence is greatest when most trade is concentrated on only one

trading partner and is least when trade is evenly spread among a

large number of partners. This notion was operationalized as the

number of trading partners accounting for 50 per cent of a country's

total exports and of its total imports. The cutting point of 50 per

cent was an arbitrary one.

Construction of these indicators began with the 57 X 57

directional matrices for exports and imports respectively. Each

matrix value was multiplied by 1,000 (in order to put the numerator

and denominator on a common base), divided by the country's total

exports or imports, and the resulting figure multiplied by 100 to

obtain a percentage. By this method, six additional matrices were
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obtained containing directional flows of imports and of exports at

each time period as percentages of a country's total imports/exports.

Such a matrix shows, for example, what percentage of Ghana's total

imports come from each of the 56 other countries. By computer, these

percentage export and import matrices were scanned; beginning with

the largest percentage and working down, the computer summed the

figures until a total of at least 50 per cent of a country's trade

was obtained. It then printed out the gumbgr_of trading partners

required to obtain this total.

b) Scoring direction: A higher number is assumed to

indicate lg§§§r_dependence upon trading partners.

c) Sources: For total import and export figures, see 8.1.

For directional import and export figures,

see 8.3.

3.8: Susceptability to external influence (control variable)

a) Operationalization: Countries are assumed to vary with

respect to the relative openness of their economies to outside in-

fluence. For example, an isolated village in Lapland which comes in

contact with the outside world on two market days a year is analogous

to a country with extremely low "openness;" the external contact

which does occur is unlikely to have a major influence--for either

better or worse--upon the local economy. In my terminology, there is

a low "susceptability to external influence" (SEI). At the other ex-

treme is the situation where a large part of the economy depends upon

trade and other contacts with the outside world.
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In operationalizing this notion of susceptability or

vulnerability, ngt_flows--e.g., exports minus imports-~are inade-

quate since they give little indication of the total volume of

flows. After all, jobs and profits are generated from both export

trade and import trade; for the purpose of assessing impact upon

the overall economy, it is appropriate to sum gross exports and

gross imports.

Inflows of foreign aid (total rather than in grant-

equivalent form and including East Bloc aid where known) and out-

flows of debt-service payments also have impact upon the economy

and should receive consideration. Originally I had also planned

to use factor income flows such as receipts or payments of entre-

preneurial income, but comparable data was not available for the

44 developing countries.

The formula used for computing SEI is:

SEI = exports + imports + aid receipts + debt-servicing,

Gross National Product

All component indicators are in U.S. dollars at current

prices. All were also in per capita form, although the same result

would have been obtained by using raw figures. Since statistics

for the numerator were only available in current prices, the denomi-

nator is also at current prices. For countries for which aid and/or

debt-servicing statistics were not available, the ratio was computed

using only exports and imports.

I had thought this indicator to be an original idea. Later,

however, I came across two discussions in the literature which
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recommended the construction of a similar formula (including imports

and exports but not aid or debt servicing). See Heintz (1972) and

Caporaso (1974). To the best of my knowledge, such an indicator has

never before been used in empirical research.

b) Scoring direction: A higher value indicates greater

susceptability to external influence.

c) Sources: For total exports and imports, see 3.1.

For foreign aid see:

Organization for Economic and Cultural

Development, Development Assistance

1968 Review

1971 Review

Organization for Economic and Cultural

Development, Development Cooperation

1973 Review

 

International Bank for Reconstruction and

Development, International Development

Association. P.D. Henderson, "The Distri-

‘bution of Official Development Assistance

Commitments by Recipient Countries and by

Sources." Economics Department Working

Paper No. 92. 1970.

United Nations Economic Commission for

Africa, Survey of Economic Conditions in

Africa, Part I. 1972.

United Nations Statistical Yearbook

1965

1969

1973

9 For debt servicing see:

International Bank for Reconstruction and

Development, International Development Associa-

tion, “External Public Debt; Service Payments

and Terms, 1965-1970." Document Report No. EC-

167-71. October 15, 1972.
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European Communities, Commission, Tropical

Africa: Socio-Economic Indicators.

DG VIII., No. 557.

International Monetary Fund, Balance of Pay-

ments Yearbook
 

1965 through 1973

For GNP see:

United Nations Yearbook of National Accounts

Statistics
 

1965 through 1971

United Nations Statistical Yearbook. 1970.

United Nations Economic Commission for Africa,

Survey of Economic Conditions in Africa,

Part I.

1969

1972

13.9 and 8.10: Debt servicinggperformance I (control variable)

Debt servicing performance II (dependent variable)

a) Operationalization: The principal incentive for the

export of capital (i.e., non-soft loans) to developing countries--as

bOth Lenin (1917) and executives of Chase Manhattan Bank would agree--

is not the country's total amount of indebtedness but its ability to

Service or pay back what debts it has. The two indicators included

1'1 this study capture different aspects of that ability.

Both were calculated for the present research. The first

1rldicator is:

DS I = Service payments (on interest and principal)

' New disbursements

New disbursements are the amount of new loans taken on dur-

ing the time period in question.
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This first indicator was chosen as a control variable because

I suspected that a low ratio, i.e., relatively substantial amounts of

new loans contracted, could erase the otherwise negative effects of a

large trade deficit.

The second indicator was chosen because it became apparent

to me that debt-servicing involves large sums of money for many

developing countries, money which otherwise could go toward economic

and other forms of development. For example, 19 African countries

in this study pay an average of 9.6 per cent of their total exports

just to service debts (see von der Ohe, 1974: 18). As a dependent

variable, an increase in the following ratio is considered to be an

improvement:

DS 11 = Principal service payments

' Interest payments

b) Scoring direction: a high value on either ratio is

assumed to indicate a favorable situation.

c) Sources: See debt servicing under 8.8.

B.11: Amount of total aid, per capita (control variable)

a) Operationalization: Aid figures used were in U.S. dollars

and refer to receipts of foreign aid° Total aid inflows and not the

grant-equivalent thereof were used. Where available, aid from East

Bloc countries was included.

b) Sources: See aid statistics under 8.8.
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8.12: Percentage of aid from multilateral sources (independent variable)

a) Operationalization: In most cases this indicator was

computed for the present study. The amount of receipts from multi-

lateral (international) organizations was divided by total aid receipts

(see 8.11) and multiplied by 100 to obtain a percentage.

b) Sources: See aid statistics under 8.8.

8.13: Amount of aid from non-EC (dependent variable)
 

a) Operationalization: This figure was calculated using

statistics for total aid receipts (not per capita) and for aid receipts

from the six "old" EC countries including both bilateral and multi-

lateral grants.

Total aid minus EC aid = non-EC aid

b) Sources: See aid statistics under 8.8.

8.14: IMF Quota position (dependent variable)

a) Operationalization: Most developing countries, upon be-

coming a member of the International Monetary Fund, begin with quotas

which are proportionately equal. Periodically all members have the

opportunity to increase their subscription capital. Because the size

of the "pot" increases at these times, a country must increase its

subscription capital just to maintain the same percentage of the total.

A country's quota position is expressed in terms of its per-

centage of the total capital underwritten by all member countries.

b) Scoring direction: Higher values are assumed to indicate

higher (inter-country) Effectiveness Outcomes, since they reflect im-

provement in economic position vis-a-vis other nations.
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c) Sources: International Monetary Fund, International

Financial Statistics

1962: Vol. 15

1965: Vol. 18

1966: Vol. 19

1968: Vol. 21

1973: Vol. 26

 

International Monetary Fund Annual Report

1971

1972

8.15: GDP_per capita (dependent variable)

a) Operationalization: Gross Domestic Product figures in

constant dollars were used. Where per capita statistics were not

available, these were calculated by dividing GDP by average popula-

tion during each time period.

b) Sources: United Nations Yearbook of National Account

Statistics. 1971.
 

United Nations Commission for Africa, A

Surveypof Economic Conditions in Africa,

Part I.

1969

1971

8.16: Per cent of GDP generated by agriculture (dependent variable)

a) Operationalization: Origin of Gross Domestic Product

is reported according to the percentage contributions of various

sectors of the economy. A decrease in the relative contribution of

agriculture usually accompanies increased urbanization and increased

industrialization.

b) Scoring direction: This variable was rescored such

that a higher value indicates a decrease in the contribution of agri-

culture and, presumably, an increase in Effectiveness Outcomes.
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c) Sources: United Nations Commission for Africa,

A Survey of Economic Conditions in Africa,

Part II. 1970.

United Nations Yearbook of National Account

Statistics. 71971.

8.17: Capital Formation (dependent variable)

a) Operationalization: Expenditure of Gross Domestic

Product is reported according to the major uses to which it is put.

This variable taps that part not used for consumption but invested

for the future.

Expressed as a percentage of GDP, this indicator includes

both Gross Fixed Capital Formation and Increases in Stocks. Sources

using a base of constant market prices had to be supplemented with

those using current purchasers' values. This inconsistency appears

to create negligible problems, since the aim is to assess the importance

of capital formation relative to other expenditures of GDP.

b) Scoring direction: Higher values are assumed to indi-

cate increases in Effectiveness Outcomes.

c) Sources: United Nations Yearbook of National Account

Statistics, International Tables. 1971.

United Nations Statistical Yearbook. 1973.

United Nations Economic Commission for Africa,

A Survey of Economic Conditions in Africa,

Part II. 1970.

8.18 and 8.19: Percentage of external public debt owed to private

creditors and to international organizations (dependent

variable)v'

a) Operationalization: Public (governmental) debts to

organizations and governments in other countries are reported according
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to type of creditor. I chose for this study the percentage of debt

owed to international organizations and to private banks and other

private creditors.

One could argue about the relative merits of the two types

of creditors, from the point of view of the indebted developing

country. I would think that loans from international organizations

are to be preferred because of their lower interest rates. Those

countries heavily indebted to private creditors are often those who

cannot obtain more favorable terms elsewhere.

b) ’Scoring direction: Higher values for debts to inter-

national organizations is assumed to indicate an increase in

Effectiveness Outcomes. Debt to private creditors was rescored

such that higher values indicate a decrease in such debts and, I

suggest, an increase in Effectiveness Outcomes.

c) Source: International Bank for Reconstruction and

Development, International Development

Association, "External Public Debt: Service

Payments and Terms, 1965-1970; Projected

Service Payments, 1971-1980." Report No.

EC-l67-7l. October 15, 1972.

8.20: Cost of Living (dependent variable)

a) Operationalization: The cost of living index reflects

one aspect of individual welfare within a country. The effect of

inflation is removed in the calculation.

Wherever possible, index figures with a base of 1958 = 100

were used. Different base years had to be used for some countries.

Within each country, the same base year was used in all calculations.

Because this indicator is a change rate, the error introduced should

be minor.
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8.21, 8.22, and 8.23:
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International Monetary Fund, International

Financial Statistics

1967-68: Supplement

1973

United Nations Statistical Papers

"Compendium of Social Statistics 1967"

United Nations Statistical Yearbook

1967

1972

1973

Percentage enrolled in primary,_secondary,

and tertiary education (dependent variable)

a) Operationalization: As discussed in the research

methods chapter, these enrollments are expressed as percentages of

total population rather than of the appropriate age—group. This was

done because age-group statistics are unavailable for many countries.

b) Sources: Agency for International Development,

Economic Data Book - Africa, 1973.

Agency for International Development,

Economic Data Book - Latin America. 1970.

United Nations Statistical Yearbook

1963

1966

1970

1972

1973

United Nations Economic Commission for Africa,

A Survey_of Economic Conditions in Africa,

Part I. 1971.

8.24: Electricity consumption per capita (dependent variable)

a) Operationalization: This indicator reflecting one facet

of industrialization is expressed in number of Kilowatt hours per capita.
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b) Sources: United Nations Statistical Papers, Series J.,

"Wbrld Energy Supplies.11

No. 8

No. 15

No. 16

No. 17

8.25: Daily caloric food supply per capita (dependent variable)

a) Operationalization: Food supply is given in number of

calories per day eaten by the "average" person in a country.

b) Sources: United Nations, Food and Agriculture

Organization, Production Handbook

1962: Vol. 16

1965: Vol. 19

1968: Vol. 22

1971: Vol. 25

1973: Vol. 27

United States Senate, Committee on Agri-

. culture and Forestry, World Food Conference

1974: Selected Material for the Use.of the

U.S. Congressional Delegation to the World

Food Conference.

United States Congress, Subcommittee on

. Foreign Economic Policy of the Joint Economic

Committee, Food and People, 1961.

8.26: Percentage of urban population (dependent variable)

a) Operationalization: This indicator is the percentage

of a country's population which resides in what are considered urban

areas. The definition of what is "urban“ is set by each country and

varies considerably. See my discussion of the merits of this vari-

ability in the research methods chapter.

b) Sources: United Nations Demographic Yearbook

1960

1962

1970

1971
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Agency for International Development,

Economic Data Book - Africa.

1967

1968

1973

Agency for International Development,

Economic Data Book - Latin America. Various

years.

8.27: Number of research institutions per 500,000 population

(dependent variable)

a) Operationalization: The number of research institu-

tions includes universities having research facilities and/or staff.

In order to take into account the differential sizes of developing

countries, I converted these figures to institutions per half million

people.

b) Sources: UNESCO, A Survey_of the Scientific and

. Technological Potential of African Countries.

1968-69.

United Nations Economic Commission for Africa,

A Surveypof Economic Conditions in Africa,

Part I. 1972.

8.28: Population size (dependent variable)

a) Operationalization: Unlike most measures of Effective-

ness Outcomes, this is an apppal_average growth rate in per cent.

b) Scoring direction: A higher value--i.e., a large popu-

lation growth rate--is assumed to indicate a lower Effectiveness

Outcome. I realize that this assumption is open to some question.

c) Sources: International Bank for Reconstruction and

Development, World Bank Atlas

1970

1973
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United Nations Statistical Yearbook. 1963.

United Nations Demographic Yearbook. 1964.

International Bank for Reconstruction and

Development, World Tables. 1968.'
 

3.29: 'Telephones per 100 persons (dependent variable)

a) Operationalization: This indicator of the development

of conununications is expressed in the number of telephones for each

100 Persons. It does not, of course, indicate how widely such tele-

phone 1:0nnections are distributed throughout the country.

b) Sources: International Telecommunications Union,

General Telephone Statistics, Various years.

American Telephone and Telegraph Company,

The World's Telephones. Various years.

United Nations Statistical Yearbook. 1971.

3.30: Nfilitary expenditurespper capita (dependent variable)

a) Operationalization: This is an appeal-average growth

rate in per cent, based on constant dollars between the years of

1953 and 1972. The allocation of proceeds from trade surpluses or

al<1 receipts is of no small interest, because money spent on such

thlllgs as the military cannot be used for "productive" purposes. For

this reason I included this variable in a study which otherwise

systematically excludes variables such as intra-country political

Systems (the overwhelming majority of the 44 developing countries are

0" were ruled by military juntas) or political ideologies. It should

arse be noted that almost all military equipment for developing

cOuntries has to be imported, thereby creating a drain on the balance

0f Payments .
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On the average, developing countries as a group are gradu-

ally approaching the world average of military expenditures; in 1972

their average was 5.3 per cent of GNP as compared with the world

average of 6 per cent (see p. 1 of the source below).

b) Source: U.S. Arms Control and Disarmament Agency,

World Military Expenditures and.Arms Trade

1963-1973. Publ. No. 74. U.S. Government

Printing Office No. 1975 0-557-372.
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APPENDIX C

A COMPILATION OF ALL CORRELATIONS AND

PARTIAL CORRELATIONS THAT WERE

COMPUTED FOR THE TESTING OF

THE HYPOTHESES
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