
Dependency Theory



Prelude 

• Dependency theory developed in the late
1950 with two papers published by Hans
Singer and by Raúl Prebisch – in which the
authors observe that the underdeveloped
countries were able to purchase fewer and
fewer manufactured goods from the
developed countries in exchange for a given
quantity of their raw materials exports. This
idea is known as the Singer-Prebisch thesis.

https://en.wikipedia.org/wiki/Hans_Singer
https://en.wikipedia.org/wiki/Ra%C3%BAl_Prebisch
https://en.wikipedia.org/wiki/Singer-Prebisch_thesis


The premises of dependency theory 
are that: 

• Poor nations provide natural resources, cheap
labour, a destination for obsolete technology, and
markets for developed nations, without which
the latter could not have the standard of living
they enjoy.

• Wealthy nations actively perpetuate a state of
dependence by various means. This influence
may be multifaceted, involving economics, media
control, politics, banking, education, culture,
finance and sport.



conti….

• Dependency theory is the notion that
resources flow from a "periphery" of poor and
underdeveloped states to a "core" of wealthy
states, enriching the latter at the expense of
the former. It is a central contention of
dependency theory that poor states are
impoverished and rich ones enriched by the
way poor states are integrated into the "world
system".

https://en.wikipedia.org/wiki/State_(polity)
https://en.wikipedia.org/wiki/World_system


conti….

• Prebisch's initial explanation for the phenomenon
was very straightforward: poor countries
exported primary commodities to the rich
countries which is then manufactured as
products out of those commodities and sold
them back to the poorer countries. The "Value
Added" by manufacturing a usable product
always cost more than the primary products used
to create those products. Therefore, poorer
countries would never be earning enough from
their export earnings to pay for their imports.



• Prebisch's solution was similarly
straightforward: poorer countries should
embark on programs of import substitution so
that they need not purchase the
manufactured products from the richer
countries. The poorer countries would still sell
their primary products on the world market,
but their foreign exchange reserves would not
be used to purchase their manufactures from
abroad



Three issues made this policy difficult 
to follow. 

• The first is that the internal markets of the poorer countries 
were not large enough to support the economies of scale 
used by the richer countries to keep their prices low.

• The second issue concerned the political will of the poorer 
countries as to whether a transformation from being 
primary products producers was possible or desirable.

• The final issue revolved around the extent to which the 
poorer countries actually had control of their primary 
products, particularly in the area of selling those products 
abroad. These obstacles to the import substitution policy 
led others to think a little more creatively and historically at 
the relationship between rich and poor countries



THE CENTRAL PROPOSITIONS OF 
DEPENDENCY THEORY

There are a number of propositions, all of which
are contestable, which form the core of dependency
theory. These propositions include:

1. Underdevelopment is a condition fundamentally
different from undevelopment. The latter term simply
refers to a condition in which resources are not being
used. For example, the European colonists viewed the
North American continent as an undeveloped area: the
land was not actively cultivated on a scale consistent with
its potential. Underdevelopment refers to a situation in
which resources are being actively used, but used in a
way which benefits dominant states and not the poorer
states in which the resources are found.



conti….

• The distinction between underdevelopment and
undevelopment places the poorer countries of the
world is a profoundly different historical context. These
countries are not "behind" or "catching up" to the
richer countries of the world. They are not poor
because they lagged behind the scientific
transformations or the Enlightenment values of the
European states. They are poor because they were
coercively integrated into the European economic
system only as producers of raw materials or to serve
as repositories of cheap labor, and were denied the
opportunity to market their resources in any way that
competed with dominant states.



conti….

• Dependency theory suggests that alternative uses of
resources are preferable to the resource usage patterns
imposed by dominant states. There is no clear
definition of what these preferred patterns might be,
but some criteria are invoked. For example, one of the
dominant state practices most often criticized by
dependency theorists is export agriculture. The
criticism is that many poor economies experience
rather high rates of malnutrition even though they
produce great amounts of food for export. Many
dependency theorists would argue that those
agricultural lands should be used for domestic food
production in order to reduce the rates of malnutrition.



conti….

• The preceding proposition can be amplified: dependency
theorists rely upon a belief that there exists a clear
"national" economic interest which can and should be
articulated for each country. In this respect, dependency
theory actually shares a similar theoretical concern with
realism. What distinguishes the dependency perspective is
that its proponents believe that this national interest can
only be satisfied by addressing the needs of the poor within
a society, rather than through the satisfaction of corporate
or governmental needs. Trying to determine what is "best"
for the poor is a difficult analytical problem over the long
run. Dependency theorists have not yet articulated an
operational definition of the national economic interest.


