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Marxist Theories of Development, the New International 

Division of Labor, and the Third World 

Balaji Parthasarathy 

Introduction 
What are the impl ications for development in the Th i rd World in  

l i ght of  the  widespread i ntel lectua l retreat from Marxist theory and 
practice i n  recent years? This essay offers an answer to  th is question 
by focusing on the current debate concern ing the r ise of a new i nter­
national d iv i s ion of l abor ( N I DL) .1 The debate over the N I D L  has 
much s ign ificance given the growing interpenetration of various re­
gional and national economies in an i ncreas ingly i ntegrated global 
economy. But wh i le  one can safely argue that i ntegration with the 
global economy is  now essential to economic growth, the terms of the 
debate over that process appear to have sh ifted to the mechanism and 
conditions of integration for h i therto i solated economies. This essay 
wi l l  del i neate the trajectory taken by the N IDL  debate to date and wi l l  
suggest how an  h i storical-structural approach in  the Marxist trad it ion, 
provides opportun ities for furthering the d i scussion. 

The essay fi rst provides a brief overv iew of Marx i st theor ies of 
Third World development, inc lud ing the ideas of Marx, Len in and key 
post-World War II dependency theorists. Next, it h igh l ights key points 
of cont inu ity and d iscont inu i ty between these older theories and the 
current debate on the N I DL.  The essay then concludes with a d iscus­
sion of both the structura l and h i storica l ly determined economic and 
pol it ical constra i nts on the i ncorporation of the Third World i nto the 
N IDL  before sett ing out some questions for future research .  2 

Marxist Theories and the Third World 
S ince much of what i s  referred to as the Third World was under 

colonia l  domination by the nations of Europe in  the mid-1 9th century, 
Marx's views must be interpreted through his views on colon ia l i sm .  
(Avi neri 1 968) .  Because he saw capita l i sm as a progressive force, 
Marx thought that colon ia l ism wou ld benefit the colonies by i ntro­
ducing capita l i st relations. Capita l ism was progressive because it had 
an endogenous dynamism which earl ier socio-econom ic systems 
lacked. The very survival of capita l i sm hinged on its continu ing abi l ity 
to revolution ize its means of production.  As economic activ ity pro­
vided the bas is for soc ia l  structure, such dynamism extended to the 
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soc ia l  rea lm too; even "trad it ional and unchanging" soc ieties and 
peoples were inevitab ly drawn i nto its fo ld  and rescued from the 
" id iocy of rural l ife" and old prejudices. Thus, Marx d i st inguished 
between what he saw as the objective laws of h i story and colon ia l ism 
as a moral ly untenable practice. 

Capita l i sm's  socio-economic dynamism was exp la i ned by the 
logic of its reproduction. Th i s  logic requ i red the continuous extraction 
of surplus value from production. Essentia l ly, the production process 
transformed nature i nto commod ities for sale. The efficacy of such 
transformation depended on the technical means at the disposa l of the 
capita l i st. More important, it depended on the relations of production, 
s i nce production a l so requ i red the use of labor power. I ndeed, to 
Marx, the labor i nput was the source of value. Marx saw the extrac­
tion of surplus and the immiseration of wage labor as the basis for 
c lass confl ict. Such confl ict wou ld result in the eventual  overthrow of 
the bourgeo is ie  and the estab l i shment of a system where pr ivate 
property and the extraction of surp lus  by the subjugation of labor 
wou ld be abo l i shed. 

Whi le  the i ssue of co lon ia l i sm was never centra l to Marx 's  writ­
i ngs, Len in  ( 1 939) wrote more spec ifica l ly on the subject in the early 
20th century. I n  doing so, Len i n  made an important departure from 
Marx, argu ing that colon i a l i sm wou ld  retard development in the 
colon ies. To Len in ,  co lon ia l i sm was the outcome of imper ia l i sm, the 
h ighest stage of capital i sm. Th i s  stage was characterized by the for­
mation of monopol ies and a concentration of finance capital and pro­
duction. Seeking new investment opportun i ties for capital and new 
sources of raw materia ls ,  the strongest capita l i st nations partit ioned 
the world into colon ies. Thus, colon ia l i sm brought much of the non­
capita l i st world under the contro l of i nternational capital and locked 
the new colonies i nto the international d iv is ion of labor as suppl iers 
of raw materia l .  

By  the 1 960s, however, i t  was not clear that the world-wide spread 
of capita l ism had led to the progress ive transformation of a l l  societies. 
Nor had pol i t ical independence sign ificantly improved the cond itions 
of the former colonies. On the contrary, by most economic and we l­
fare measures, much of the Th i rd World was not far ing wel l .  It was in  
th i s  context that dependency theory arose. Frank ( 1 967), its most im­
portant spokesperson, drew on stud ies of  Braz i l  and Ch i le  to argue 
that s ince the s i xteenth century, an expanding world economy cen­
tered in certa in core regions had incorporated an undeveloped pe­
r iphery in the form of colonies .  But incorporat ion i nto the world 
economy had led to a systemat ic economic underdevelopment of the 
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periphery; colonies were drai ned of surp lus as they exchanged pri­
mary products for manufactu red goods from the i ndustr i a l i zed core 
regions. Frank and others argued that pol it ical i ndepen dence did not 
alter th i s  state of affa i rs s i nce the i nterests of the dominant cl asses i n  
the periphery were closely tied with those i n  the core. 

In  one sense, Frank's thesi s  l i nk ing retarded growth in the per iph­
ery to the spread of capita l ism, cont inued Len in ' s  l i ne of thought. 
However, the argument that development i n  the core would only lead 
to underdevelopment i n  the periphery was a problematic d isconti n u­
ity. To begin with, it had only l imited empir ical val id ity. For i nstance, 
Braz i l  i ndustr ia l ized extensively s ince World War I I; the 1 960s was a 
period of rapid economic growth ( Evans 1 979) .  Evans showed how 
th is  growth was made poss ib le by an a l l iance between the Braz i l ian 
State, local capital and mult i national corporations (MNCs); he argued 
that development was not i nconceivable even under cond it ions of 
dependency. The inabi l i ty of Frank's thes i s  to account for such con­
trad ictory evidence h ighl ights two broader problems in h i s  arguments. 
F i rst, i t  presented a stat ic  p icture of relations in a changing world 
economy. Second, by making relations with the core the engine of a l l  
development, i t  fa i led to  consider whether and  how changing condi­
tions with i n  the periphery, such as sh ift ing socia l  a l l i ances, cou ld af­
fect economic development. 

These problems were a point of departu re for Cardoso and Faletto 
( 1 979) who cal led for a more nuanced understanding of dependency . 
They and other authors acknowledged that dependency constra ins  
development, representing "asymmetrical structura l relations between 
socia l  formations, such that the dependent soc iety(ies) is shaped to a 
l arge extent by the soc ia l  dynamics and interests generated in the 
dominant soc iety( ies)" (Caste l l s  and Laserna 1 989: 535 ) .  However, 
Cardoso and Faletto argued that a s imple core-periphery formulation 
cou ld not account for the wide variation in  the conditions of depend­
ency even among Latin American societies. Instead, they ca l l ed for an 
"h i storical-structura l "  approach that "emphasizes not just the struc­
tural condition ing of soc ia l  l ife but a l so the h i storical transformations 
of structures by confl ict, soc ia l  movements, and class struggles" 
(Cardoso and Faletto 1 979 : x). In  other words, dependency i s  not so 
much a formal theory as it i s  a methode logy for the analysis of con­
crete situations of underdevelopment (Palma 1 978) .  The d iscredit ing 
of dependency theory did not, however, prevent i ts reincarnation i n  a 
d i fferent form: theories of the New I nternat ional D iv i s ion of Labor 
(N I DL) .  
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Marxism and the New International Division of Labor 
One of the str ik ing features of the post-World War II global econ­

omy has been the emergence of a new international d ivis ion of labor, 
in which many countries that previously exchanged primary products 
for manufactured goods from advanced industr ia l  regions are now 
emerging as manufacturing centers in their own right. Though the 
emergence of a N IDL  is widely acknowledged among scholars, their 
efforts to theorize further changes i n  the wor ld economy have 
adopted a logic s imi lar to dependency theory, reproducing its flaws in 
the barga in .  

Frobel et  a/ .  ( 1 980) argue that a N I DL emerged out of cha'lling 
market and production conditions in ad-.anced i ndustr ial regions. The 
changes led MNCs from those countries to try to lower costs by relo­
cat ing labor-i ntensive production processes to reg ions supplying 
cheap, unski l led labor. Many of these locations were in  the Thi rd 
World. MNCs were able to relocate production in part because of 
technological changes th at s imu ltaneously al lowed for the reduction 
of transportat ion costs and the l i nking and coordinating of production 
across segmented sites by telecommun ications and computers . Such 
relocations began to generate a world market for labor and industr ia l  
s ites, as different regions competed with one another to offer the best 
conditions for the reproduction of capita l .  These efforts occured to the 
detriment of important Th i rd World developmental goals  such as re­
ducing unemployment ( s i nce there was a v i rtua l l y  inexhaust ible 
global labor pool) ;  ra is ing ski l l  levels of the work-force; reducing envi­
ronmental damage; and so on. 

Wh i le  Frobel et a/. emphasize the changing technological condi­
tions of production, L ip ietz ( 1 982) places the N IDL  in  the context of 
broader i nstitutional changes with in  capita l ism. To L ip ietz, writ ing in 
the trad ition of the French Regu lation school ,  the manufacturing dy­
namic in the Third World was driven by the cris is of Fordism in ad­
vanced industr ial regions.3 Wh i le there were many reasons behind the 
slowing growth in post-war prosper ity, two are part icular ly re levant 
for r ise of the N I DL :  sl acken ing productiv ity and the insufficient sur­
p lus  being extracted from invested capita l .  To increase its surplus,  
capital sought locations with cheap labor to such an extent that labor 
processes under mass production were dichotomized between con­
ception and production, between high-sk i l led and unski l led jobs. 

The relocation of manufacturing fits wel l  i nto the agenda of Th i rd 
World e l i tes seek ing to exploit their  comparative advantage in cheap 
labor markets . L ip ietz sees the N IDL  as the outcome of a col labora­
tion between capital from the core and dictatoria l  States that support 
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"bloody-Taylor izat ion," or the repetit ive performance of unsk i l led 
tasks under repressive cond it ions. Though L ip ietz acknowledges the 
efforts of newly industri a l i z i ng countries (N ICs) in the periphery to 
improve the i r  technological capab i l i ty and go beyond exp lo i t ing a 
comparative advantage in cheap, unsk i l led labor, he is pess im ist ic 
about the i r  prospects. Wh i le  L ip ietz pos its a "global Ford ism," or the 
incorporation of the periphery into Ford ism of the core, he argues that 
Ford ist i n stitutions do not develop in the periphery itself. The cr is is of 
Fordism in the core w i l l  inh ib i t  efforts by N ICs to expand exports. At 
the same time, inadequate productiv ity growth w i l l  prec lude the de­
velopment of i nterna l  markets, as was the case with previous attempts 
to spur industria l ization through import-substitution. 

The l im itations of N IDL  theory become clear as we examine some 
of the empir ical  features of the phenomenon. For instance, evidence 
suggests that unsk i l led, low-wage labor alone does not adequately 
expla in  what happens once MNCs relocate to the Th i rd World. Cer­
tain ly, there has been s ignificant relocation in sectors l i ke electronics 
assembly and texti les which use such labor. But as Sa l i h ,  Young, and 
Rasiah ( 1 988) poi nt out,  MNCs running semiconductor plants i n  Pe­
nang, Malaysia,  have not restricted the i r  operations to unsk i l led as­
sembly or packing. Instead, over time, they have invested heavi ly and 
automated the production process . As a resu lt, they have moved away 
from unsk i l led l abor toward more expensive sk i l led l abor. In h i r ing 
ski l l ed labor, the key issue has been not costs but d i sc ip l ine, the abi l ­
i ty to learn, and productiv ity. Shaiken ( 1 994) a lso shows that produc­
t iv i ty levels in Japanese- and U .S .-owned automobi le  factories i n  
Mexico compare favorably t o  those i n  Japan and the U .S . ,  owing to 
the use of sophisticated technology. 

Whi le labor in Malaysia and Mexico, whether ski l l ed or unsk i l led, 
certa in ly costs much less than that i n  the U .5., these examples h igh­
l ight the importance of technology and productiv ity in determin ing 
location. Technological change, such as the i ncreas ing tendency to­
ward automated production, s ignificantly decreases the need for low­
wage l abor and the exp lanatory power of any s imp le  cost­
min imization argument. Jenkins ( 1 984) argues that the main flaw with 
explanations for the N I DL i s  the assumption that absolute surp lus  ex­
traction-in which producers force laborers to work long hours in dif­
f icult condit ions-is the pri ncipal bas i s  for capital accumulat ion. I n  
rea l i ty, relat ive surp lus extraction, through technological innovation, 
i s  the "genera l bas i s  for accumulation in  the capita l i st mode of pro­
duct ion." Consequently, "relocation can be seen as a specific re­
sponse which ari ses in  c i rcumstances when there are major obstac les 
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to i ncreas ing  re lat ive surp lus val ue" {Jenk ins  1 984: 43 ) .  Caste l l s  
( 1 989b) goes even further when he  suggests that with growing tech­
nological soph i st ication, unski l led, low-wage l abor no longer pro­
vides comparative advantage for a region. Productivity ga ins that 
come with applying better technology far outweigh the cost benefits 
of us ing unsk i l led low wage labor. 

Neither jenk ins nor Caste l l s  suggests that the cost of ski l led labor, 
as opposed to unski l led labor, i s  now becoming the determin ing fac­
tor for MNCs. Such an argument wou ld only cont inue narrowly to 
emphasize production and supply factors to the exclus ion of demand 
and competit ive strategies. Instead, as Schoenberger ( 1 988) argues, 
the locat ion of MNCs is dete rm i ned s imu l taneous ly by revenue 
maximi zation and cost m in imization, production and compet i t ion.  
The decis ion to locate i n  the Th i rd World i s  often dr iven by the des i re 
to ga in  access to new, and often protected, markets in an i ncreasingly 
competit ive envi ronment. Further, as i ncomes r i se, national/regional 
markets become more d i scern ing and differenti ated . Under these c i r­
cu mstances, technology and product d ifferentiation are as cruc ia l  i n  
determ in ing competit ive outcomes as price. And l ink ing production to 
research and marketing functions becomes an effective means of en­
sur ing that the various demands of d ifferenti ated markets are met. 
Thus, i nstead of a s imple geograph ic separation of functions that a l ­
lows one to " read" an economy from the functions i t  hosts, the loca­
t ional decis ions of MNCs in the N I DL must be seen as a dynam ic 
trade-off between supply, competition and technological change. 

Whi le  the critique of the N IDL  thus far has focused on the role of 
MNCs, there rema ins the larger question of the extent to which MNCs 
have been actua l l y  respons ib le for the emergence of the N I DL.  
Schoenberger ( 1 988) suggests that NIDL theorists may exaggerate the 
role of MNCs. Wh i le  U .S. d i rect foreign investment (DF I ) ,  for instance, 
has been increasingly di rected toward the Th i rd World, close to three­
quarters of it is sti l l  di rected to h igh-cost areas in the core, where the 
major markets are. The U .S .  itself has become an attractive location 
for DFI from other countries. However, among Th i rd World countries, 
only a handfu l  of N ICs in East As ia and Lat in  America account for 
most of the U .S. DF I .  

I n  a more powerfu l crit ique, Amsden ( 1 990) uses the in stance of 
South Korea's r ise as a major world exporter to chal lenge the view 
that endogenous deve lopment is not poss ib le  i n  the Th i rd World. 
Amsden spec ifica l l y  cr i t ic izes L ip ietz's thes i s .  She argues that the 
MNC-driven, export- led growth i s  too modest to exp la in  the eco­
nom ic development and spread of manufactur ing capabi l ity in the 
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Th i rd World.  Instead, she suggests a theory of government i nterven­
tion to enable late i ndustri a l ization in the latter half of the 20th cen­
tury. I n  this period, she argues, the key to industria l ization has been in 
ra is ing productiv ity and i nternational competit iveness, with State in­
stitutions p laying a centra l role. Wh i le  L ipietz 's  notion of global Ford­
ism a l so has an institutional bent, its focus on the problem of under­
consumption and on a narrow conception of the relative autonomy of 
the State dist inguishes it from Amsden's argument. 

Amsden argues that whi le  the F i rst I ndustr ia l  Revolution was based 
on i nvention of new products and the ind iv idua l  entrepreneur, the 
Second was based on innovations that commercia l ized processes and 
products for mass markets. I n  the late 20th century, i n  countries with 
no new products or techno logies, borrowing and learn ing became 
cruc ia l .  I n  Korea, expl ic i t  State pol icy took the form of subsidies to 
busi ness ( inputs and government investment to promote technological 
and economic  l i nkages, fore ign currency loans, etc . ), whereas the 
pol ic ies beh ind the F i rst and Second Industr ia l  Revo lutions were lais­
sez-faire and i nfant industry protection respectively. Neither of these 
pol ic ies wou ld have promoted learn ing to the extent that the Korean 
pol ic ies have done. 

In emphas iz ing the role of subs id ies, Amsden a l so d i rect ly chal­
lenges neo-c lassical economists [for example, Lal ( 1 984) ] ,  who assert 
that economic development wi l l  automatica l ly  come from "gett ing the 
prices r ight." In exchange for subsidies to business, the Korean gov­
ernment extracted certa i n  performance standards, primari ly in terms 
of exports. The strategy has not led to dependence because it involved 
more than exploit ing an early comparative advantage in cheap labor. 
Instead of bei ng bogged down by "peripheral Ford ism," Korean firms 
have rap idly ascended the technological ladder. They have done so 
by us ing a growing proportion of sk i l led labor suppl ied by an excel­
lent h igher education system, and by constantly tra in ing production 
workers and involving them in shop-floor problem solving.  

Whi le i ntolerance for labor d i ssent i n  Korea might lead one to 
jump to L ipietz's conclusions, labor contro l in itself proves an i nade­
quate explanation for Korea's economic success. Labor co ntrol was 
practiced along with r is ing labor productivity-simu ltaneous absol ute 
and relative surplus extraction . But even in a context of repressive la­
bor l aws and r is ing wages, which reflected the productivity gains, dis­
sent was hard ly  unknown (Cho 1 985 ) .  Though never offic ia l ly  ac­
knowledged, the number of stri kes stead i l y  rose through the 1 970s. 
The State was certa in ly  authoritarian and repressive, but the State' s  
developmental ro le-harness ing resources for h igher productivity and 
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for export success through local firms (and not MNCsl-was the cru­
cial var iable i n  expla i n i ng economic growth . 

In sum, Frobel et a/. and l ip ietz have merely reproduced the logic 
of dependency theory, along with its fl aws, as they theorized new re­
a l ities in the world economy. F i rst, they present a static picture of the 
N I DL ,  ignoring countries l i ke Korea that have rapid ly ascended the 
technological ladder. Second, they have been too pess imist ic about 
the abi l i ty of the Third World to take the in it iative to change its pos i­
tion with i n  the N I DL.  They tie action taken i n  the Th i rd World to ac­
t ions in the core, and the only Th i rd World actors they mention are 
States and e l i tes. N IDL  theorists ignore other e lements with i n  Th i rd­
World societies and deny their capacity either to act or to resi st the 
exploitation to which they are subject. They cont inue to view Th i rd 
World workers as no more than sources of cheap labor to meet the 
demands of capita l .  Further, no d i sti nction has been made among 
d i fferent Th i rd World soc ieties and States, and consequently l itt le  
thought has been given to how such differences m ight lead to d ive r­
gent deve lopment outcomes. 

A Discussion 
If the N IDL  is a contemporary real ity, what alternatives are there to 

the explanations d iscussed in the prev ious sect ion? Wh i l e  the cri­
tiques of the N I DL theories above certa in ly  provide leads, th is con­
c luding section of the essay wi l l  show how an h istorical-structural ap­
proach (Cardoso and Faletto 1 979) offers an effective means for 
studying the N I DL .  Th is section argues for such an approach and dis­
cusses its impl ications for deve lopment po l icy. 

The emergence of an N IDL  i n  the postwar era has been accompa­
n ied by rapid technological change, part icular ly in micro-electronics 
and i nformation process ing. As the ab i l ity to harness such technolo­
gies increasi ngly determines levels of productivity and economic de­
velopment, technology has become a key structural determinant of 
economic growth. Indeed, the gap between regional economies that 
have access to new technologies and those that do not is lead ing to 
what Caste l l s  and laserna ( 1 989) term as the "new dependency."  U n­
der these condit ions, regional economies whose pol icies are based 
solely on supplying unsk i l led, low-wage labor and i ndustr ia l  infra­
structure face the danger of being bypassed, as the technological basis 
of manufactur ing changes . While such a pol icy might wel l  be used to 
ga in  an i n i t ia l  foothold in the world economy, its sustai ned appl ica­
tion wi l l  most l i ke ly ensure being trapped in the low value-added 
n iches of the N I DL (Caste l l s  1 989b). 
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Access to technology can take two routes.• One option is to gener­
ate new technologies, though this can be expensive and risky. For i n­
stance, as Sr idharan ( 1 989) poi nts out, wh i le  the Ind ian State has i n­
vested heav i l y  i n  research and i n  tra i n i ng sk i l led researchers i n  
e lectron ics, most o f  the research h a s  fi zzled out. Resources were 
spread th in ly over many ambitious projects and the government fa i led 
to ins ist on commercia l izat ion. In the absence of major technological 
breakthroughs, the other option, as the case of Korea shows, i s  to ab­
sorb and adapt technology for h igher product ivi ty and growth. Th i s  
latter option seems to  be  the  more viable one for regions or countries 
fac ing a huge technological  barrier. However, autark ic  economic 
pol ic ies of  self-conta inment, pract iced to vary ing degrees by both so­
c ia l i st and non-socia l i st Th i rd World countries, h i nder exposure to 
and absorption of rapidly changing technologies. 

I ndeed, one could argue that along with the col lapse of the Second 
World, the re lative fai l u re of autarkic models  of deve lopment has 
played no sma l l  role i n  d im in ish ing the relevance of Marx ist analysis .  
Autarkic pol ic ies resu l ted i n  part from the analysis offered by F i rst 
World development economists of the featu res perpetuat ing eco­
nomic backwardness. 5 Such pol ic ies were a l so i nfluenced by the So­
viet model of i ndustr ia l ization and by dependency theori sts who ar­
gued that isolation was the only way to overcome underdevelopment. 
I nd ia, for instance, adopted pol ic ies based on Mahalanobis' Soviet­
style economic model under Prime Min i ster Jawahar la l  Nehru, who 
admi red the U .S .S . R . ' s  success with rapid i ndustr ia l i zation through 
centra l p lann i ng (Chakravarty 1 987) .  But Ind ia 's  pol i cies y ie lded a 
s luggish economic performance; the lack of technological dynamism 
in  a highly protected economy was an important factor. As Wal ker 
and Storper ( 1 989) argue, a crucia l  inadequacy of Marxist analysis has 
been its general tendency to underest imate the role of technological 
change i n  susta in ing capita l i sm by creating new products and mar­
kets, as opposed to thei r  mere quantitative expansion. I ronical ly, Marx 
h imself be l ieved that capita l i sm would survive only by constant ly 
revolution iz ing the means of production. As technology changes rap­
idly, plann ing with static input-output models becomes mean ingless. 

Though autark i c  pol ic ies are not conducive to technologica l  
change, h istory a l so suggests that the absorption and adaptat ion of 
technology w i l l  not happen without coord inated effort. Whether i n  
l ate 1 9th century Germany (Gerschenkron 1 962), i n  20th century Ja­
pan (Johnson 1 982), or in  late 20th century Korea (Amsden 1 990), the 
State has played an important developmental ro le. Expl ic i t  i nterven­
tion becomes necessary s ince an open economy l i nked to the N I DL 
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does not automatical ly guarantee that the owners of soph ist icated 
technology wi l l  part with it. Caste l l s  ( 1 989b) argues that Th i rd World 
States could barga in with MNCs, provid ing them market access only 
in exchange for technology. Though capital may be increas i ngly mo­
bi le, it rema ins dependent on markets for i ts reproduct ion. S im i larly, 
i n  the absence of intervention, there i s  no guarantee that access to ad­
vanced technology w i l l  necessar i ly  lead to its be ing absorbed and 
used as a means of furthering technological capab i l ity. Th i s  is clear 
from the very d i fferent impacts of importing and l i cens ing of elec­
tronics in  Ind ia and Korea (Sridharan 1 989). I n  the protected I ndian 
market, access to new technology became l i ttle more than a source of 
rent. In Korea, on the other hand, the subsequent research efforts of 
the chaebols were cruc ia l  in making Korea a lead ing  exporter of 
products ranging from consumer electronics to dynamic random ac­
cess memory chips. The Korean State played a centra l role in th i s  suc­
cess by brokering technology and capital in  exchange for export per­
formance. 

Why are not a l l  States successfu l in the role of developing a tech­
nological base for susta ined improvement of a region's position in the 
N IDL ?  This question is  particular ly relevant in l i ght of the very differ­
ent development paths that Th i rd World countries have taken. The 
term "Th i rd World" origina l ly  appl ied to a large and diverse group of 
relatively poor countries that had been formerly co lonized by F i rst 
World nations. The extreme contrast in the 1 990s between the hunger 
and poverty of Sub-Saharan Africa and the export- led prosperity of the 
East Asian N ICs, however, suggests that Th i rd World countries need 
not fo l low s im i lar h i storical trajectories with i n  capita l ism, as Marx 
bel ieved they wou ld .  Nor does development in  the core have to come 
at the expense of the periphery, as suggested by dependency theory. 
I n  other words, a l l  options are not structura l ly bound. There is room 
for agency and maneuvering in economic development, the parame­
ters of which wi l l  depend on how structural condit ions interact with 
the spec ific h i storical conditions of a society and its State. 

In an attempt to spec ify the character istics of a State that w i l l  p lay 
a developmental ro le, Evans (forthcom ing) argues that "embedded 
autonomy" i s  essent ia l .  Evans defines embedded autonomy as a con­
trad ictory combination of a corporate coherence with i n  the State that 
a l lows it to formulate a developmental project, and a set of ties to so­
c ia l  groups that a l lows it to negot iate and implement that project. 
Evans suggests that different States have vary ing degrees of embedded 
autonomy. Those lacking it completely he ca l l s  "predatory States." in  
d i rect co ntrast to "developmental States." As  instances of  the latter, 
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Evans poi nts to Japan, South Korea and Taiwan: powerfu l bu reaucra­
cies with a trad ition of meritocracy that are nevertheless tied to pr i ­
vate capita l  through a variety of formal and informal networks, a l ­
lowing execution of a developmental project. 

The Min i stry of Trade and Industry (MITI ) ,  for instance, is cred ited 
with coord i nating Japan's r i se as a world i ndustr ial power (Johnson 
1 982) .  MITI was a powerful organization contro l l i ng investment loans 
and access to foreign technology and currency that pr ivate capital 
sought. I t  was a l so prestigious, attract ing talented graduates from the 
best un iversit ies through a tough c iv i l serv ice exam. These aspects 
gave MITI its autonomy and corporate coherence, however, i t  was 
a l so c losely l i nked to private capita l .  MIT I  and representatives of 
busi ness and finance met on jo int pol i cy formu lation organizat ions 
and, on ret i rement, MITI 's  staff went to work with the corporat ions 
they had previously regulated. 

The under ly ing premise of the embedded autonomy concept is 
that successfu l economic transformation i s  most l i ke ly when carried 
out in partnersh ip between States and the i r  soc ieties . Consequently, a 
State that is autonomous without being embedded, in the sense of 
being d i sconnected from c iv i l  soc iety, w i l l  not have the soc ia l  back­
ing needed to legitimize a project. It now becomes easy to apprec iate 
the l im its of the d ictatorial State that L ip ietz sees as vital to repress la­
bor i n  order to i ncorporate a society into the N I DL .  I n  any event, 
autonomy does not guarantee corporate coherence. Evans poi nts to 
the Mobuto regime in  Zai re, which he sees as the predatory arche­
type, to show how an autonomous State can a l so take the form of a 
mere group of individuals pu rsu ing thei r  own agendas. 

I f  autonomy without embeddedness is i n suffi c ient, so i s  em­
beddedness with insufficient autonomy. I n  the latter case, the State 
may be unable to formu late a coherent developmental project. Even if 
it did, it may lack the capacity to implement the project. Rudolph and 
Rudolph ( 1 987) ,  for instance, point out that though the Ind ian State 
has demonstrated a capacity to formulate developmental pol ic ies, it 
has become captive over the years to "demand pol it ics." As a resu lt, it 
merely reacts to the demands forced on it by diverse soc ia l  groups, 
unable to susta in the pursuit of a project. 

Wh i l e  embedded autonomy is a valuable analyt ica l  concept, as 
Evans h imself defi nes it, it i s  a contradictory conjuncture in State­
society relations, suggesting that it need not be a stable configurat ion. 
Th is  consideration raises a questions requ i r ing further i nvestigat ion. 
F i rst, under what cond itions does embedded autonomy come about? 
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Second, how does this characteristic change over t ime? In answering 
these questions, an h istorical approach i s  cruc ia l .  

As far as the fi rst question i s  concerned, one needs to spedfy the 
cond it ions under which the State i s  able to legitimize a particu lar  
project by bui ld ing t ies with specific groups without chal lenges from 
others. S im i larly, in the case of the second question, the issue is how 
the role of the State changes with incorporation into the N IDL .  One 
poss ib i l ity, as Evans suggests, i s  that the relevance of a State's devel ­
opmental role may d im in ish once i t s  soc iety i s  firmly enmeshed into 
the technological h igh-end of the N l  DL .  But there are a lso other as­
pects to ponder. 

In bui lding a competitive economy, developmental States not only 
create the conditions of accumu lation but also determine how surplus 
i s  invested. If incorporation into the N IDL  occurs because of an a l l i ­
ance between the State and spec ific soc ia l  groups, what roles have 
other groups played in  determin ing the outcome, and how has the 
State legitimized its actions i n  thei r  eyes? Such questions seem par­
t icularly relevant as the techno logical basis  of economic activity in a 
society changes, as Caste l l s  ( 1 989a) argues of the r ise of the duakity 
in the U .S.A. 

The dual-c ity i s  a spec ific soc io-spatia l  phenomenon that has re­
sulted from the socio-economic restructuring accompanying the i n­
vention of new i nformation technology. The new technologies gener­
ate their share of low-ski l l  manufacturing and service jobs along with 
the h igh ski l l  jobs. A polarization of sk i l l  requi rements has led to the 
segmentation of labor markets, with the pol it ica l ly  and economica l ly  
vu l nerable, and ethn ica l ly  fragmented, immigrants and minorit ies 
domi nating low-wage jobs. In  the broader context of a shr ink ing 
Keynes ian welfare State and the growing assertion of capital over la­
bor, the prospects for upward mobi l ity across segments are gloomy; 
groups with widely d iffering incomes have become more spatia l l y  
segregated, reinforcing polarization by providing differential access to 
opportun ities for sk i l l  enhancement. Such disparities produce a differ­
ential incorporation of socia l  groups into the world economy. Whi le 
Caste l l s  draws h i s  empir ica l  material from the U .S.A. ,  one can a lso 
ra i se the poss ib i l ity of an i ronic i nterna l i z ing of the "new depend­
ency" in Third World countries as they move up the N I DL. 

To avoid suggesting that events i n  the U .S.A. foretel l  what i s  to 
happen el sewhere, requi res a close study of how social  struggles over 
the control of resources determine pol it ical and economic outcomes 
in other societies. Struggles may take place on the basis of more than 
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the economic or c lass identit ies suggested by Marx, but a l so gender, 
rel igion or race. For i n stance, Cho ( 1 985) poi nts out that young, un­
married female factory workers, whose doc i l i ty was taken for granted 
in a patr iarchal  society, act ively part ic i pated in the Korean labor 
movement. They became aware of the i r  c lass posit ion and gender 
subord ination in  the board ing houses they shared close to thei r facto­
r ies .  U n l i ke marr ied women, these women were away from the i r  
fam i l ies i n  the countrys ide and had spare t ime after work to exchange 
notes about working condit ions, i nformation about stri kes i n  other 
plants and the reasons beh ind the success or fa i l ure of such strikes. 
These women exploited the shortages of female labor, to contest labor 
contro l ,  far more than males in superv isory or techn ica l  pos i t ions .  
Cho contrasts the consciousness of these women with the complete 
control exerci sed over female immigrant labor in a Japanese elec­
tron ics assembly plant i n  Cal i forn ia .  Under these c i rcumstances, Cho 
argues that locat ing i n  Korea becomes a much less attractive option to 
capita l .  Such unforeseen cha l lenges to surplus extraction and legit i ­
macy make different demands on the capacities of States to respond, 
potent ia l ly  a lter ing the structural constra ints of development i n  par­
t icular countries and regions, and affect ing subsequent pos it ion in  the 
international divis ion of labor. 
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NOTES 

1 Given the focus on the N I DL, the term development in  this essay wi l l  refer to capita l ­
i s t  i ndustrial development. 
2 At this point, it must be emphasized that the purpose of this essay i s  not to provide an 
exhaustive or even an extensive survey of the l i terature on Marxist theories of devel­
opment; nor is the intent here to d ebate broader questions perta ining to h istorical mate· 
r ial ism. 
3 To the Regu lation School ,  which has a d istinct Marxist l i neage, capita l i sm goes 
through different phases of regulation. Each phase is characterized by a regime of ac· 
cumulation or a pattern of econom ic activity and a mode of regu lation or a set of insti­
tutions governing the regime of accumulation. The post Wor ld War I I  economic pros· 
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perity in advanced i ndustrial regions is attributed to Fordism. Ford ism was character­
ized by mass production with vertical ly  integrated firms catering to mass markets. Mass 
markets were created as capita l and labor (un ions) reached a pact where capital was 
given control of the work process to ensure steady productivity gains. In return, labor 
was guaranteed wage increases which, in  turn, susta ined the demand for mass markets. 
The labor process was itself d ivided between ski l led workers in charge of conception 
and unsk i l led workers on the production l ines with wel l  defined tasks. The Keynesian 
welfare State also played a key role-it mediated between capital and labor, provided 
appropriate macr�conomic policies to mainta in  the ba lance between productivity 
and wages and supplied inputs such as education and health to ensure sustained pro­
ductivity increases. Whi le this brief description gives some of the key ideas of the 
Regu lationists, there are many schools of Regu lation. For a description of the different 
schools, see Jessop ( 1 990). 

4 These two routes must be seen as ideal types, with a host of i ntermediate possibi l it ies.  

5 Two particu larly key features were, ( i )  the l imits to capital accumu lation due to a low 
propensity to save and ( i i )  the avai labi l ity of un l imited suppl ies of labor that cou ld be 
more productively employed in industry rather than agricu lture. These features, along 
with the arguments that market solutions wou ld only lead to uneven spatial and sec­
toral development, were used to just ify some forms of state intervention (for deta i ls ,  see 
Hirschman 1 981 ) .  
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