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SOCIETY, POLITICS, AND ECONOMIC DEVELOPMENT:
SOME EXPLORATORY NOTES

By Ricardo D. Ferrer*

This paper attempts to undertake a further discussion of the dynamics
of social, political, and economic development. The author believes that there
exist broad but well-specified theories of social, political, and economic develop-
ment, one of which is Marxism which permits formulation of broad but empi-
rically testable hypctheses. The paper presents some empirical hypotheses de-
ducible from the Marxist theory of social change, which are subsequently
tested using the same set of data used by Adelman and Morris (1967). Basie-
ally, the results demonstrate that the Marxist proposition about social change
can be subjected to standard empirical tests, and provide empirical support to
two fundamental Marxist propositions, namely that the rate of social and
cconomic development increases upon attaining some thresholds in the devel-
opment of capitalist forces in society and that imperialism, specified in some
manner, is a significant factor in economic development.

1. Introduction

Since the appearance of Society, Politics and Economic Devel-
opment: A Quantitative Approach by Irma Adelman and Cynthia
Taft Morris in 1967, nothing as ambitious has been attempted by
economists to show the dynamics of social, political, and economic
development. A short note' was added to the discussion in 1981, but
this did not result in any significant advance. The present paper is an
attempt to advance the discussion somewhat. Contrary tc the posi-
tion taken by Adelman and Morris (A & M) (1967, p. 133), this
writer believes that sufficiently broad but well specified theories of
social, political and economic development have been put forward.
For example, Marxism is specified well enough to permit formula-
tion of broad but empirically testable hypotheses.

This exploratory paper has two basic results. At the methedo-
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logical level, it demonstrates that Marxist propositions about social
change can be subjected to standard empirical tests. At the substan-
tive level, this paper provides empirical support to two fundamental
Marxist propositions: (1) the rate of social and economic develop-
ment increases upon the attainment of some thresholds in the devel-
opment of capitalist forces in society; and (2) imperialism, specified
in some manner, is a significant factor in economic development. The
support given to these propositions is primarily qualitative, but quan-
titative estimates of the relationships implied by these propositions
are part of the results.

The present paper is therefore organized in the following man-
ner. The next section presents a theoretical framework implicit in, or
which seems to be required to fully appreciate the results of the fac-
tor analytic approach of A & M. This is followed by a presentation
of the empirical results of A & M and Tekiner in the third section,
The fourth section presents some empirical hypotheses deducible
from the Marxist theory of social change, together with the empirical
method to test them. The fifth section presents some empirical
results and the last one gives a summary of and tentative conclusions
from our results.

2. A Factor-Analytic Framework

We may postulate as a general rule that any society can be
described (or specified) exhaustively at any given time, by a vector
of economic, political, social, and other variables, both endogenous
and exogenous to the society in question. History, insofar as it is
relevant, is specified by a series of such a vector of variables that is
subscripted by time. We may further suppose that the values that
these variables will take at any given time, insofar as these are not
exogenous or predetermined in some sense, are determined by their
mutual interaction, just as this mutual interaction is affected by the
presence of exogenous and other predetermined variables. It is taken
as axiomatic that the character of such mutual interaction is in the
end due to the interaction of human actors, i.e., the values that all
the endogenous variables will take at any time are the resultant of
purposive human actions.

To formalize the preceding idea, let us specify the following
model under the assumption of linearity of structural equations. Let
Y, = the vector of endogenous variables (social, political, economic,
cultural, etc.) at time t; X, = the vector of variables exogenous to
society at time ¢; and P, = vector of variables which are predeter-
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mined at time ¢ for the society under consideration, but endogenous
to society in some sense, The latter calls for some explanation.

When we model the whole society under the assumption that
human action is purposive, then the only truly exogenous variables
which have any bearing on developments within that society are
those whose values are yielded by history as well as those determined
from outside that society itself. Examples of such exogenous varia-
bles are resource endowments, the amount of rainfall, and the exter-
nal social, political, and economic environment. The vector X, will
therefore include, in general, past values of Y, in addition to the
other exogenous variables mentioned above,

The vector of variables Pt is predetermined, i.e., the variables
composing P, are exogenous to society in the following sense, As-
suming that all human action is purposive, we may suppose that all
of the variables composing Y,, or a subset of all such variables, may
be taken as choice variables. This means to say that for such variables
considered as choice variables, either society has desired targets for
each of them contingent on the X, or some social welfare function
can be specified, with such variables as arguments of this function,
which society aims to maximize given X. The attainment of desired
targets, or the maximization of the welfare function, entails choosing
the values of certain variables that can be specified at will. These are
the variables composing the vector P,, and it is in the preceding sense
that they are considered predetermined. But P; can be considered
endogenous too, in which case the only relevant vectors should be
Y and X. If we take the latter course, we will have to break down Y
into appropriate classes of variables just the same so it appears
simpler to proceed with the specification such that Y, X; and P; are
defined as above,

Under assumptions of linearity in the structural equations (and
omitting random components for simplicity of presentation) the
social system can be represented by

(1) AYt=BXt+CPt

Assuming that there are n endogenous variables, m exogenous
variables, and q policy variables, then A, B and C are n x n,nxm
and n x g matrices of coefficients, respectively. Since X ¢ and P, are
predetermined, then the vector Y; can be solved for. But the
mechanism could be something like the following.

Let Y:* be the vector of choice endogenous variables, where -
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Y’: is a g-vector, g < n, i.e., the number of choice variables is smaller
than or equal to the number of endogenous variables and there are as
many policy instruments as the number of choice variables. Let Y;
be the vector of non-choice endogenous variables, so that Y; is an
n-q vector. A subsystem is thus defined for society. This subsystem
is given by

2) A* Y+ AT Y =B*X, +C*P,

where A*, A, B¥ and C* are matrices of coefficients of dimensions
qxgq,qxnq, gxm, and q X q, respectively, all of which are sub-
matrices of the matrices of coefficients A, B, and C of equation (1).

The problem peosed by equation (2) is that of solving for P; given
_target values for Y;*.

For simplicity, let us suppose that the target values for Y¥ are
set equal to V¥, +A Y.* Under the assumption that X, includes past
values of Y, we may specify ) equivalently as

*_ % *
(3) Yi=XitAX,

to show that Y is now completely predetermined. Hence, from (2)
and (3) above, we may solve for P;, assuming that C* is not singular:

4) P,=C*! [A%(X;+AX)+A” ¥ —B*X/
=errlasxlrorl asaxsrer AT Y oL Br X,

=BX,+DAX*+ AT Y}

where the terms C* 1 g% x*— C* 1 px X, are consolidated into
BX, since X }¥is a sub-vector of X, with B being a properly augmented
g x m matrix and D = C¥ 1 A¥*and A =—C* 1 A7, In effect,
equation (4) is the policy rule for the system. The endogeneity of
policy instruments is highlighted by this equation. Moreover, it clear-
ly shows that the values policy instruments take respond to the
values of endogenous variables not specifically taken into account as
choice variables. The non-singularity of C* can be taken for granted
since the non-existence of a solution to (4) can be taken care of in
society by a different choice of policy instruments so that a solu-
tion exists.
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In any event, from equations (1) and /4) we may work up the
golution for Yr:

(1"  AY,=BX,+C(BX, +DAX}+A Y,

=BX,*+CBX, +CDAX¥+CA Y,~

Since Y, is a subvector of Y,, nothing is lost if we take the n-q
vector, ¥ as made up of the last n-g component of the n-vector
Y,. If so, we can express equation (1’) as

(1) A Y,=(CB+CB)X,+CDAX}
where
(6) A =[A] —[0:cA]

where the first matrix A on the right-hand side of equation (6)isn x n
and the second matrix is also n x n with partitions O and CA where
0 is n x g matrix of zeros and CA is an n x (n-q) matrix of coeffi-
cients, From equations (1) and (6), the solution for Y, is given by:

(7) Y, =& (B+CB)X, + A1 CD AX¥

Equation (7) shows, under the linearity assumptions that we
have made, that the values that endogenous social, political, econo-
mic, cultural and other societal variables will take at any time are
linear functions of the exogenous variables X; and other predeter-
mined variables AX} impinging on society at time ¢. We may in fact
suppose that the vector of desired increments to the choice variables
given by AXi can be expressed as linear combinations of X,. The
reason for this is that X, encompasses the economic structure, class
positions and strengths, etc. It stands to reason that the socially
desired increments to a choice variable will be determined by class
interests as well as by other exogenously given variables. If we take
this simplification, we may now express Yt simply as a linear com-
bination of X,

' = £33
(8) Y ATh X 5
where A ** is an appropriate n x m matrix of coefficients.

We can see from equation (8) that the endogenous variables
forming the vector Y, observed over some period t =0 to t = T will

5



RICARDO D. FERRER

in general be intercorrelated. A & M in their work cited above ob-
served this intercorrelation among the Ys. However, they did not
have any theory in mind to test, so that what they did was to factor
analyze the Ys to see what factors could possibly account for this
“intercorrelation. The usefulness of such an approach can easily be
seen.

Suppose equation (8) holds for society. It follows that the
variance of any of the endogenous variables, Y, for instance, can be
accounted for completely by the variances and covariances of the
Xs, given the parameters of the system summarized in A** Now
suppose it is possible to specify a vector of factors F; of dimension
k x 1 at t, any , such that

9) Y, =B**F,

where B** ig an n x k vector of coefficients, and k < m. If equation
(9) also holds, then the variance of Y;, say, can be accounted for
completely by the variances and covariances of the F's. If we measure
the Ys and the Fs in standard units, and so choose the Fs tc be
orthogonal, then a representative equation of (9) would be

k
(19} Y., =j§"bl?‘}?'= F

b
and the variance of Y;, equal to Ej(bz-*j":’ﬁ will be equal to unity, and
o

equal also to R? for the regression of Y; on the Fs.

It might be toc much to expect to find an F; and a correspond-
ing B** for equation (8) to hold exactly. Nevertheless, it might yet
be possible to find an ¥, of dimension r and no more, satisfying the
condition that the F's are orthogonal, such that

(11) Y BB +RU

where R is a diagonal matrix of coefficients and U is an n-vector of
so-called unique factors determining each of the Ys. At the limit, F
could have dimension m so the ¥, = Xt and U = 0.

Factor analysis is a statistical technique whose aims are to iden-
tify the Fs composing F, in equation (11) and to estimate B*¥
called the matrix of factor loadings. The approach is all the more
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r
powerful as the dimension of F, is smaller, and the closer is T ( b¥E)

j=1
to unity for all i, The latter condition implies that the variances of
the endogenous variables are accounted for primarily by the common
factors F;. Thus, factor analysis is potentially a powerful technique
for it allows reduction of a complex model such as that represented
by equation (8) into something more manageable, Indeed, the
variables X; may not be known completely but factor analysis may
allow identifjcation of what the factors F may represent, whether
they represent economic, political, social, or other variables. In other
words, to the extent that the social mechanism that determines the
values of relevant social, political, economic and other variables can
be represented by a model that culminates in equation (8), then
factor analysis of these variables seems to permit economy in “expla-
nation” in the sense that the vector X; is represented by a vector of
the smaliest dimension possible. But factor analysis may have some
rather sericus limitations. It is easier to understand all of these when
we see the results of the technique as applied by A & M and Tekiner,

3. Society, Politics and Economic Development
According to A & M and Tekiner

. Adelman and Morris factor analyzed different combinations of
41 social, political and economic variables (Table 1) for a sample of
74 developing countries. The results for the “implicitly historical
analysis” are reproduced below as Tables 2-8, Table 2'is the matrix
of factor loadings for 24 social and political variables plus per capita
GNP ior the 74 less developed countries. The next tables show the
same kind of matrix for three different subsamples based on re-
gional criteria (Tables 3-5) and on three different subsamples based
on level of socioeconomic development (Tables 6-8). We will not go
into a detailed interpretation of these results. It would suffice, for
our purposes, to reprcduce A & M’s summary of their discussions
related to Tables 2-5. On pages 171-2, we have:

. .. The nature of the systernatic relationship between in-
come per capita and various indicators of social and politi-
cal structure was explored. In particular, an association was
derived between per capita GNP and two aspects of socio-
political change: the sociocultural concomitants of the
industrialization-urbanization process (Factor I) and the
evolution of participant political institutions (Factor II).
The relationship expressed in Factor I indicates a strong

if
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Table 1 — List of Social, Political, and Economic Variables

050 1.ch L e 0o 09 58

Size of the Traditional Agricultural Sector

Extent of Dualism

Extent of Urbanization

Character of Basic Social Organization

Importance of the Indigenous Middle Class

Extent of Social Mobility

Extent of Literacy

Extent of Mass Communication

Degree of Cultural and Ethnic Homogeneity

Degree of Social Tension

Crude Fertility Rate

Degree of Modernization of Outlook

Degree of National Integration and Sense of National Unity
Extent of Centralization of Political Power

Strength of Democratic Institutions

Degree of Freedom of Political Opposition and Press
Degree of Competitiveness of Political Parties

Predominant Basis of the Political Party System

Strength of the Labor Movement

Political Strength of the Traditional Elite

Political Strength of the Military

Degree of Administrative Efficiency

Extent of Leadership Commitment to Economic Development
Extent of Po'itical Stability

Per Capita GINP in 1961

Rate of Growth of Real per CapitaGNP:1950/51-1963/64
Abundance of Natural Resources

Gross Investment Rate

Level of Modernization of Industry :

Change in Degree of Industrialization since 1950

Character of Agricultural Organization

Level of Modernization of Techniques in Agriculture
Degree of Improvement in Agricultural Productivity since 1950
Level of Adequacy of Physical Overhead Capital

Degree of Improvement in Physical Overhead Capital since 1950
Level of Effectiveness of the Tax System

Degree of Improvement in the Tax System since 1950
Level of Effectiveness of Financial Institutions

Degree of Improvement in Financial Institutions since 1950
Rate of Improvement in Human Resources

Structure of Foreign Trade

Source: List of Variables, pp, 18-17 of A & M,

"
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tendency for levels of economic development to be posi-
tively correlated with the extent of functional differentia-
tion and integration of diverse social units. A similarly sig-
nificant positive association is evident in Factor II between
income levels and the degree of articulation and integra-
tion of political systems. In contrast, a rather weak rela-
tionship appears between broad levels of development and
indicators summarizing the character of leadership and the
degree of social and political stability in the past decade
(Factors IIT and IV) . .. The results of the regional studies
support the findings of the over-all analysis. In addition,
they indicate that the role of the social aspects of the
industrialization-urbanization process is overwhelmingly
important for low income economies in which the absorp-
tive capacity is sharply limited by the inhibiting nature of
the social structure. As the barriers .to industrialization
imposed by the social institutions become weaker, the im-
portance of the forces summarized in Factor I tends to
decline. However, even among countries at higher stages of
development, the social variables remain the most import-
ant element associated with intercountry differences in per
capita GNP .. . . Another feature of the regional analyses is
the systematic pattern of variation in the significance of
the factor representing the development of representative
political systems. At the early stages, Factor II is of negli-
gible importance; it assumes increasing relevance as social
institutions become more adaptable to the requirements of
economic growth. This association between more democra-
tic and better articulated and integrated political systems,
on the one hand, and levels of economic development, on
the other, probably arises because both the ability to gene-
rate sustained economic growth and the evolution of more
sophisticated political institutions require fundamental
changes in mentality characteristic of the spread of ration-
al thought patterns. The participant style of life tends to
generate a capacity to adapt existing institutional frame-
works to continual economic and social change. This
malleability of social structure is essential both to success-
ful entrepreneurial activity and to effective political
modernization . . . In interpreting the results of this chap-
ter, it is important to bear in mind that, as pointed out in
Chapter III, the relationships found between levels of eco-
nomic development and differences in social and political
structure are neither caused nor causal. Rather they reflect
the interaction of an organic system of institutional and
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behavioral change which underlies the process of econo-
mic development. As emphasized earlier by one of the
authors, “The phenomenon of underdevelopment must

be understood . . . in the context of the entire complex of
interrelationships that characterize the economic and
social life of the community.” . . . The degree of intimate

interrelationship found in this analysis between the econo-
mic and noneconomic concomitants of a country’s his-
torical evolution is rather surprising. It lends support to
the views long held by development economists that, in
the last analysis, the purely economic performance of a
community is strongly conditioned by the social and poli-
tical setting in which economic activity takes place and
that the less developed a nation is, the less powerful is
economic policy alone in inducing economic development.
It would appear that the splitting off of homo economicus
into a separate analytic entity, a common procedure since
Adam Smith in theorizing about growth in advanced eco-
nomies, is much less suited to countries that have not yet
made the transition to self-sustained economic growth.”

It is standard practice in factor analysis to identify factors with
processes which derive their meaning from the variables (that are
being factor analyzed) which have high factor loadings on these fac-
tors. Hence, factor 1 above refers to “the sociocultural concomitants
of the industrialization-urbanization process’ or, in another passage
from A & M, it “may be interpreted to represent the process of
change in attitudes and institutions associated with the breakdown of
traditional social organization.” The reason is quite obvious: varia-
bles which indicate urbanization, or changes in attitudes and institu-
tions accompanying industrialization, have the highest loadings on
this factor. Strictly speaking, the most that can be said, given the
results summarized in Table 2 for instance, is that underlying pro-
cesses or causal factors which have large and significant effect on
urbanization, increased importance of the indigenous. middle class,
and other such variables, also bring about large and significant effects
on per capita income. Similar statements can be made in connection
with the other factors.

A more significant result of the A & M study is that factor load-
ings on the different factors change as we move from one subsample
to another. In fact some socioeconomic and political variables shift
position in the sense that the highest loading for any one variable
shifts from factor 1, say, to factor 2 or 3. Such shifting is even more
pronounced for subsamples defined in terms of level of socioecono-
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Table 2 — Rotated Factor Matrix for Per Capita GNP
Together with Twenty-four Social and Political Variables®
(Seventy-four Less-Developed Countries)

Rotated Factor Loadings

Political and Social

Indicators F, F, F, F, (R?)
Per Capita GNP in 1961 ... —.73 .31 —26 —.03 699
Size of the Traditional

Agricultural Sector . . ... .89 | —21 1T =08 .869
Extent of Dualism........ —.84 d4: 30 04 824
Extent of Urbanization. . .. |—.84 A8 . —12 .02 741
Character of Basic Social

Organization .......... —.83 24 .10 .03 761
Importance of the Indi-

genous Middle Class. . . .. —.82 14 —28 —08 1556
Extent of Social Mobility . . [—.86 21 —18 -—18 848
Extent of Literacy........ —.86 .32 03 —11 845
Extent of Mass Commu-

Bication. . . voitve i —.88 28 1 =06 =02 .Bb8
Degree of Cultural and

Ethnic Homogeneity . . . . [—.66 | —.30 34 —21 .680
Degree of National Integ-

ration and Sense of

National Unity ........ — 87 | —07 01 -—18 .792
Crude Fertility Rate . ... .. .63 —.14 .05 18 448
Degree of Moderniza-

tion of Outlook........ e 1 81 =39 —D3 805
Strength of Democratic

Institutions . ,......... —.48 12 —26 —.19 857
Degree of Freedom of

Political Opposition and

Proase: 5O ORIl —.33 .82 —02 —10 .802
Degree of Competitiveness of

Political Parties . . ..,... —.32 .79 .08 .25 .801
Predominant Basis of the

Political Party System ... —.43 .70 04 .01 681
Strength of the Lahor

Movement. ........... —.38 63 | —36 —.05 678
Political Strength of the

Milifary: ol s —.26 —.58 .36 41 706
Extent of Centralization

of Political Power . .. ... —.07 —.65 08 —02 432
Political Strength of the

Traditional Elite . . . .. .. .08 —.07 13 .05 043
Extent of Leadership Com-

mitment to Economic

Development.......... —14 —02 | —80|—21 699
Degree of Administrative

Efficiency . ..., et -39 87 [ —59 |—16 663
Degree of Social Tension... .22 .02 .02 .87 816
Extent of Political Stability. —.07 .05 —.39 |—.82 821

“Bold figures indicate the factor to which each variable is assigned, Variables

omitted because of insignificant correlations: none, Variables omitted because of

@ low high loadings: none. Percentage of overall variance explained by factors:
73.7. Percentage of variance explained by last factor included: 5.0.

Source: Table IV-1, p, 151 of A & M.
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Table 3 — Rotated Factor Matrix for Per Capita GNP Together
with Twenty-four Social and Political Variables®
(27 African Countries)

Rotated Factor Loadings

Political and Social
Indicators F, F, Fy F, (R?)
Per Capital GNPin1961... —81 —01 .20 25 154
Size of the Traditional
Agricultural Sector ... .. .8 | —10 —.01 —04 133
Extent of Dualism. ....... —.88 .09 02 .08 181
Extent of Urbanization. ... |—75 11 37 .35 124
Character of Basic Social
Organization . ......... —.63 I8 - ~r2a .10 491
Extent of Social Mobility . . |—.64 .04 =BT .02 .8b4
Extent of Literacy ....... —.75 a1 05 07 665
Extent of Mass Commu-
nication: v e —.64 20 =02 54 139
Degree of Modernization
of Qutlook ........... —91 .09 04 —.05 834
Degree of Administrative
Efficiency . . voives i —.56 40 2 —21 —14 537
Strength of Democratic
Institutions .. ......u.. —.25 .83 01 .02 150
Degree of Freedom of
Political Opposition
and Press: ... seineeiunioy 13 .88 02 07 803
Degree of Competitiveness
_of Political Parties. .. ... —.37 .83 a9 —20 900
Predominant Basis of the
Political Party System .. ... =05 .74 o6 —.02 614
Strength of the Labor
~Movement .........:s —.33 Sq1| —08 —09 631
Degree of Social Tension. ., —.48 A1 64| —27 732
Extent of Political Stability. .22 —.28 |—.67 A7 601
Political Strength of the
IVGRBAYY & o siovios iwaio siat —46 —.33 .54 10 623
" Political Strength of the
Traditional Elite . . ... .. —12 .04 62| 24 457
Extent of Leadership Com-
mitment to Economic
Development. .. ....... —456 —23 |—62| —08 649
Importance of the Indigenous
“Middle Class .........: 33 =01 —62| —.02 495
Degree of Cultural and
Ethnic Homogeneity . ... .04 00 —09 .84 114
Degree of National Integration
and Sense of National
L5 (o o S e O —23 =17 =19 19 741
Extent of Centralization
of Political Power ... ... —27 | —28 31 A48 485
Crude Fertility Rate . .. ... 08 —06 —33 |—T2 637
®pold figures indicate the factor to which each variable is assigned,
Variables omitted t of insignificant correlati none, Variables
omitted because of low high loadings: none, P tage of overall variance
explained by factors: 67.8, Percentage of variance explained by last factor
included: 8.6.

bA variable having loadings on two factors which are not significantly
different is assigned to that factor to which it is judged to have the closest
affinity.

Source: Table IV-2, p, 160 of A & M,
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Table 4 -— Rotated Factor Matrix for Per Capita GNP Together
with Twenty-four Social and Political Variables®
(Twenty-six Near Eastern and Far Eastern

Countries)

Rotated Factor Loadings

Political and Social

Indicators F, F, F, Fs (R?)
Per Capita GNP in 1961 .., —58 —.bb —12 —.09 672
Size of the Traditional

Agricultural Sector . . ... .82 AT 13 156 941
Extent of Dualism, ....... —87| —36 =18 —12 924
Extent of Urbanization....|—76 | —14 —338 -—1¢ 742
Character of Basic Social

Organization . ......... =85\ =19, 20T =57 .782
Importance of the Indi-

genous Middle Class. . . . . —.83 —.33 =15 =138 838
Extent of Social Mobility . .[—87 | —20 —15 —25 880
Extent of Literacy........ —63 | —24 —22 —44 689
Extent of Mass Commu-

pication e insnei bl o —.84 371 —04 -—26 879

Degree of National Integ-
ration and Sense of

National Unity ........ —.81 2 —.33 —.06 814
Degree of Cultural and

Ethnic Homogeneity . . . .|—.63 49 | 01 27 106
Degree of Modernization

of Outlook ........... —.58 —.42 —al —24 891
Political Strength of the

Traditional Elite .. ... .. .11 A7 .06 .19 579
Degree of Administrative

Efficiency . ... 0. —63| —24 —53 -—37 .883
Strength of Democratic

Institutions . ... .... ... —.33 —.65 —30 —51 892

Degree of Freedom of
Political Opposition

and PYess. ..o s —.37 —.65 —04 —860 921
Strength of the Labor

Movement............ —.38" [—69 | —12 —28 717
Political Strength of the

Military . . o viwasiin oin .08 .82 13 .28 184
Crude Fertility Rate ... ... 49 A2 25 10 839

Extent of Leadership Com-
mitment to Economic

Development. ......... et 12 St e et £ .04 683
Extent of Political Stability —.09 — 20 —92 .02 933
Degree of Social Tension... .20 —15 .84 | —.01 172
Predominant Basis of the

Political Party System ... —.30 —.16 —23 |—81 B30
Degree of Competitiveness

of Political Party System. —.30 =l A0 |—.88 895
Extent of Centralization of

Political Power ........ —.10 34 =20 .69 632

ABold figures indicate the factor to which each variable is assigned,
Variables omitted because of insignificant correlations: none, Variables
omitted because of low high loadings: none. Percentage of overall variance
explained by factors: 80.5. Percentage of variance explained by last factor
included: 5.2.

Source: Table IV-3, p. 161 of A & M.
13



RICARDO D. FERRER

Table 5 — Rotated Factor Matrix for Per Capita Income
Together with Twenty-four Social and Political Variables®
(21 Latin American Countries)

Rotated Factor Loadings

Political and Social
Indicators F, F; Fy F, (R?)
Per Capita GNP in 1961 ... —.58 44 —32 .22 8675
Size of the Traditional

Agricultural Sector . .. .. 90 | —.27 07 —03 882
Extent of Dualism........ — a7 .24 e 1§ 39 .B09
Character of Basic Social

Organization . .. ....... —.67 49 41 A1 194
Importance of the Indi-

genous Middle Class. . . . . —.66 097 =30 i 632
Extent of Social Mobility . .| —.56 41 —26 54 841
Extent of Literacy. . ... ... —62°| 00 —28 62 840
Extent of Mass Comrau-

pication: il L —.57 &' “—55 .33 153
Degree of Cultural and

Ethnic Homogeneity . ...|—84 | —.24 04 .01 759
Degree of National Integra-

tion and Sense of National

Uy, iy s —.83 21 —22 05 179
Crude Fertility Rate . .. ... 66 | —.11 14 —23 518
Degree of Modernization :

of:Outiook | 1LILL KU —.64 .64 —02 .25 .883
Strength of Democratic TR !

Inetitutions. ..o —.38 .53 —.36 .51 .820
Predominant Basis of the

Political Party System... —15 B2 =60l 125
Extent of Centralization of

Political Power ........ A2 45| =67 47 09 ° 686
Strength of the Labor

Movement. ........... —.33 19| —06 16 766
Political Strength of the

M e THONEG L - =07 || ==5T .88 | —b3 122
Extent of Leadership Com-

mitment to Economic

Development. ......... —.07 80 —13 16 686
Degree of Administrative |

Efficiency ..« ovecena. —.5h2 52| =37 48 .896
Political Strength of the

Traditional Elite . .. .. .. 0z |[—=99 | —21 -—31 .803
Degree of Freedom of

Political Opposition-

and Press. .. iiaa e s —37 22 | —.68 21 692
Degree of Competitiveness of

Political Parties ........ 00 00 | —81| —13 6870
Extent of Urbanization ... —.20 36 | —.b1 .25 .492
Degree of Social Tension... .15 —07 —26 [—75 657
Extent of Political Stability —.33 26 —.09 S12 704

BBold figures indicate the factor to which each variable is assigned,
Variables omitted b of insignificant correlations: none, Variables
omitted because of low high loadings: none. Percentage of overall variance
explained by factors: 74.0. Percentage of variance explained by last factor
included: 6.2,

hA variable having loadings on two factors which are not significantly
different is assigned to that factor to which it is judged to have the closest
affinity.
Source: Table IV-4, p, 162 of A & M.
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mic development (Tables 6-8). If we consider the factor-analytic
result for countries at low levels of socioeconomic development
(Table 6), the underlying processes, or causal factors that bring
about significantly large effects on dualism, mass communication,
urbanization, industrial modernization, less trade concentration,
nbundance of natural resources and physical overhead capital, also
have significantly large effects on per capita income. It appears that
processes that have large impacts on human resource improvements
or on the gross investment rate or the character of social organiza-
Lion have less impact on per capita income.

In the case of the intermediate sample, however, processes that
bring about significant increases in the gross investment rate also
bring about large changes in per capita income (Table 7). This is an
exact opposite of the low sample results. Morecver, processes that
bring about significant effects on the abundance of natural resources
or on trade concentration have less significant effects on per capita
income, in contrast to large effects on per capita income for the low
sample. ’

As we move on to the sample of most developed countries
among the LDCs (Table 8), underlying processes that brought about
significant impact on political variables, also brought about signifi-
cant impact on dualism, social mobility, etc., and per capita income.
In the previous samples, processes that brought about significant
changes in political variables hardly affected per capita income.

All these changes have interesting stories to tell, depending on
which variable is being considered, and all of these stories seem con-
sislent with each other and with what seems to be currently under-
stood about the development process.

Consider the variable “Importance of the Indigenous Middle
Class” measured primarily by the percentage of the male labor force
engaged in commerce, banking, insurance, or in technical, profes-
slonal, managerial, administrative, or clerical employments, adjust-
ed for the importance of expatriate elements. Looking at Table 6,
we see that the social process that increases the importance of the
indigenous middle class has some slight positive effect on per capita
income. But in Table 7 which corresponds to countries at the inter-
mediate stage of socioeconomic development, an increase in the
importance of the middle class even brings down per capita income.
And yet, for countries which have reached the highest stage of
socioeconomic development (which, for the LDCs consists of coun-
tries definitely on the take-off), the social processes that increase
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the importance of the middle class also very significantly increase
per capita income. There is a very simple story behind this. Imagine
that the low-sample countries are just on the verge of shaking off the
institutions and other barriers associated with traditional society.
These barriers must be destroyed to lay down the basis for long-term
growth. An important component or outcome of that process is the

creation of an indigenous middle class, a class composed of men who
are inclined to be more entrepreneurial But at this stage, the contri-
bution of this class to development might be a little bit more modest.
Abundance of natural resources, or physical overhead capital will cer-
lainly have greater impact on per capita income at this stage (Table
6). When a country has reached an intermediate level of develop-
ment, further development of the so-called middle class as defined
here may in fact be a drain on the resources of the economy, as most
of the people composing this class are generally unproductive in
ferms of real goods. It is for this reason that factor loadings for this
variable and per capita income have opposite signs (Table 7). But for
the countries on the take-off, or those that are driving towards
maturity, further growth can be fueled by mcre of the indigenous
middle class, now made up presumably of people engaged more in
commerce and entrepreneurial activities than in others {Table 8).

The A & M resuits are rich in such stories, but the problem is,
uach story may be told only under the banner of some theory, per-
haps ad hoc, and only after the results of the quantitative exercises
nre in, The process of scientific inquiry seems to start with the story
behind a variable, say, being told before the facts are in, and then
finding out whether or not the story holds after the fact, so to
speak. Nevertheless, the A & M results are very significant in that
[hey can potentially weave a single story that makes all the stories
related for each variable consistent among themselves. This story, or
theory, will constitute the hypotheses for further scientific inquiry.
In short, the real significance of the A & M study is its potential to
generate testable scientific hypotheses. We will not venture into this
but instead move on to another facet of historical change suggested
hy the A & M results.

An intuitive way to look at factor analysis is to interpret the
fnctor-analytic model (equation (11)) like a regression model with
[he F's and Us assumed to be orthogonal between and among them-
welves, If the Ys, the F's, and the Us are measured in standard units
then

(12) E(YY)—E[E FF'B)+(RUUR’)]
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where E is the expectations operator. Under the orthogonality as-
sumptions for the F's and Us, this equation reduces to

(12" E(YY)=BB'+RR’

The left-hand side of equation (12’) is the correlation matrix of the
variables Y being factor-analyzed, Now it can be said that the objec-
tive of factor analysis is to choose the b;,s composing the matrix B
such that the sum of squares of each of the elements of E(Y Y')—

B B is minimized. Note that each of these terms is a component of the
actual correlation unexplained by the F's.

However, note that the actual correlations E(Y Y’) can be ex-
pressed as

(13) E(YY)=AEXX)A’

- AN, AT=0,,
from equation (8) (with the superscripts and subscripts deleted, and
the implicit stochastic component of equation (8) similarly deleted .
for convenience). In short, factor analysis can be interpreted as the
statistical technique that minimizes the sum of squares of each of
the elements of the following matrix:

(14) AN A’—BP’

Here.N, is the correlation matrix of the true exogenous determining
variables (measured in standard units) in society. The solution to this
minimization problem is the matrix of factor loadings, B.

It is obvious that the matrix of factor loadings B can change
under only two conditions: (1) either A or.n, changes; or (2) both
A and .0\, change. The Xs being exogenous, there is little reason to
suppose, theoretically, that N changes from one time period to the
next. Or, if X includes lagged values of Y,.N., certainly can change,
but only as a result of a previous change in E(Y Y’). In the ultimate
analysis, such a change may be brought abcut first by a change in A,
the matrix of reduced-form coefficients.

The preceding can be put more accurately in the following
manner: As one is certainly more prepared to encounter societies in
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glationary or semi-stationary states as one travels backward in time,
one may be more inclined to accept the proposition that changes in
social processes implied by changes in the matrix B are triggered by
changes in A, However, A can only change if the underlying structu-
ral equations of the system change. These changes can be thought of
a5 changes in the rules of the game: When the rules of the game
change, behavioral and other structural equations will certainly
change (Pejovich, 1982, pp. 383-95). But the question is, when and
how do they come about?

Marx and the Marxists have proposed answers to both questions
but for our purposes we need not go farther than what our equations
suggest. Since the vector X; in equation (8) exhausts all possible de-
lerminants in societal change and if N, is assumed fixed, at least in
the beginning of historic change, so to speak, then A must be a func-
tion of the levels or absolute values of the Xs. In other words, apart
[rom any theory that explicitly says so, the A & M results showing
I of expression (14) to have changed over different subsamples sug-
gest strongly the hypothesis that endogenous variables in societal
change are nonlinear functions of independent variables. Theory is
required to specify these independent variables. But if the F's are
interpreted as linear combinations of different sets of independent
variables, then such a hypothesis can easily be tested.

The ideas presented above justify the statement that Tekiner’s
article (1981) advances the discussion little, if any. Basing himself
on the perfectly valid proposition that since the socioeconomic-
political indicators derived by A & M change relatively quite slowly,
then, insofar as these indicators capture socioeconomic-political
processes, it follows that they can explain subsequent growth of the
ecconomy. Tekiner quantifies A & M’s factors into component scales,
and then uses these scales as regressors to explain subsequent levels
of development. The results are presented in Table 9.

It is quite obvious that the variances in per capita income or in
per capita energy consumption accounted for by the different fac-
fors are quite low, i.e., the explanatory power of the factors is
limited. This can be accounted for by the inherent limitation in the
Tekiner approach. Since the factor scales are derived by the use of
expression (15) below,

(15) F=[BB] 'BY

where F is the vector of factor scales, B is the estimated matrix of
factor loadings, and Y is the vector of social, political and economic
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viriables, then the factor scales which are estimated from a /! that in
based on a sample that runs across countries from the lowest to the
highest level of development, will not be accurate indicators of the
inderlying determinants of economic development, especially for
Ihose countries at either end of the socioeconomic development
upecirum, because as we have seen, the relationship between econo-
mic development and its determinants is nonlineat.

4. Society, Politics and Economic Development:
Some Hypotheses

Pejovich identifies the Marxist notion of social change with
“changes in the rules of the game,” (1982, p. 384) and the rules of
the game are identified with property relations, which are legal and
vonventional arrangements that arise from the existence, and pertain
Lo the use of scarce goods (p. 890). This is perfectly consistent with
the famous enunciation of Marx’s theory .2

“In the social production which men carry on they enter
into definite relations that are indispensable and independ-
ent of their will; these relations of production correspond
to a defirite stage of development of their material powers
of production. The totality of these relations of produc-
tion constitutes the ecoromic structure of society — the .
real foundation, on which legal and political superstruc-
tures arise and to which definite forms of social conscious-
ness correspond. The mode of production of material life
determines the general character of the social, political,
and spiritual processes of life. It is not the conscicusness
of men that determines their being, but, on the contrary,
their social being determines their consciousness. At a
certain stage of their development, the material forces of
production in society come in conflict with the existing
relations of production, or — what is but a legal expression
for the same thing — with the property relations within
which they had been at work before. From forms of de-
velopment of the forces of production these relations turn
into their fetters. Then occurs a period of social revolu-
tion.”

In the preceding, the level of development of productive forces
is not specified, but if we take note of the fact that to Marx, man’s

2T .B. Bottomore and M. Rubel, eds., Karl Marx: Selected Writings in
Sociology and Social Philosophy, 1963, pp. 67-8.
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progress is indicated by how well man masters nature,” then we may
indicate such progress by per capita income, This indicator captures
the degree by which man has liberated himself from the vagaries of
nature as this index compares directly with the amount required by
man for survival. The basic Marxist proposition is now seen to be
quite simple: Given the rules of the game as determined by a domi-
nant form of property rights, per capita income will tend to rise, and
this tendency is of course specific to given property relationships.
In terms of our equations, equation (8) for instance, the A** is de-
termined. This rise in per capita income is of course made possible
by the “development of productive forces,” which development is
equivalent to the increase in such resources about which the game is
conducted: scarce material means of production, technology, and
of course, human capabilities. The growth of such resources is also
endogenous, i.e., in terms of equation (3), the vector X includes
lagged values of endogenous variables in the system.

As levels attained by variables in X reach some critical values,
prevailing property rights become ‘‘barriers” to further development
of productive forces, at which point political changes sooner or later
come about to change the rules of the game, and allow development
to proceed at a higher pace.

The preceding aspect of Marxist theory can easily be taken into
account by the hypothesis that per capita income steadily grows as
X grows. At some value of X, per capita income may taper off, but
will subsequently grow at a greater rate than before. In fact, if we
interpret the ‘‘revolutionary” situation as a point where X remains
practically constant at that critical value (and so with per capita
income), then the preceding interpretation seems to be the most
natural one to make. Thus, the most general Marxist proposition
can be so stated in a testable form:

,: per capita income rises with X, but beyond some critical
value, the rise in income with X will tend to be higher than before.

As stated, the proposition may not be recognized as specifical-
ly Marxian. Indeed, it is a proposition that is also consistent with
Rostow’s stages of growth theory (Rostow, 1963). Evidently,
Marxism may be distinguished from other theories by other propo-

3This is clear even in the earlier writings of Marx, such as the 1844 Eco-
nomic and Philosophic Manuscripts. Pejovich (1982) has the same interpreta-
tion,
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Miions which may be economic, political, or sociological in nature.
i fuct, careful reading of Marx shows that H, was a presupposition
lur Marx, so that much of his later writings were concerned with how
and why (if not also with when) the capitalist system of his day
(iuld be transformed into something else. Thus, insofar as H, is an

finpirical generalization that other theoreticians accept and also hope
{0 explain, then they and the Marxists can be compared not on the
lisls of H, but only on the basis of their explanations of it.

We will not look into the differences between theories but
Iiutead concentrate on a modification of H,. As Marxists see it, for
Ly in the 20th century, economic development is adversely af-
luneted by what is called imperialism. In general, imperialism, however

lelined, arises when an advanced capitalist country opens economic
Wlations with an LDC. There are certain imperatives guiding the
Mlvanced capitalist country (or agents of the advanced country) in
I8 nctions vis-a-vis the LDC which lead to certain inevitable results,
weording to Marxian analysis. Among these are concentration of
lrnde of the LDC with the advanced country, control of mineral

#xlraction in the LDC by capitalists of the other country, and so on
il so forth.*

The strong Marxist proposition is that for as long as imperialism
WKints, i.e., for as long as LDCs are bound to an advanced capitalist
tountry, the development of the country is hindered. Weaker variants
0l the proposition would make the retardative effect of imperialism
i function of the strength of the relationship, perhaps indicated by
the extent of economic control by the advanced country over the
LD, Yet another camp is composed of those who maintain that
ueh a relationship is in fact contributory to development.®

Given the disagreement even within the Marxist camp, what
Mimply emerges is that a variable (or set of variables) that captures
the phenomenon of imperialism is taken to be a crucial independent
virlable in explaining the “development of productive forces.” How-
Wvor, to be consistent with Marxist dialectics, we have to make the

"The classic sourcebook on imperialism is of course Lenin, V.I., Imperial-
i The Highest Stage of Capitalist Development.

*For a discussion of the various Marxist issues being raised here, see the
Uheellent review article by Gabriel Palma, “Dependency: A Formal Theory of
IInderdevelopment or a Methodology for the Analysis of Concrete Situations of
IInderdevelopment?”, World Development, Vol. 6 (July/August 1978), No, 718,
1. B81-924,
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effectivity of the imperialism variable, which might be treated as
external to LDCs, contingent on the strength of internal factors. We
may specify the empirical hypothesis we hope to test in the follow-
ing manner.

Define the following:

Y = per capita GNP

X; = variable that measures level of development of a productive
force,i=1,...,m i

Zj = a variable that measures strength of the imperialist relation-
ship.

Given the preceding, a simple form of the empirical hypothesis is
‘the following: i

i

I N o2
(15) Y=b +Zb X+ T BX? +3 ¢Z

! 7 N 72
+E8c; X, Z,+2 ¢, Z; +€

The hypothesis is that man’s mastery of nature, proxied by Y, rises
with the level of development of productive forces, so that the b;s '
are expected to be positive. But such a relationship should exhibit a
discontinuity at some level of X, We simplify this by putting in the
squared terms X?’ and we expect bf to be positive. In the case of im-
perialism, we hypothesize a negative effect on Y, ie., the ¢;s are |
expected to be negative (as the strength of imperialism rises, per
capita income falls). However, if domestic, internal forces in an LDC
are strong, the effects of imperialism may be mitigated somewhat,
Hence, the hypothesis is that the c;js are positive. The Z} terms are
included to take care of the possibility that the retardative effects

of imperialism may even get worse as imperialist control of LDCs l
increases. Hence, the ¢;s are expected to be negative. :

5. Society, Politics and Economic Development: Some
Empirical Results

The variables used in this section are taken from the A & M
book except for per capita GNP in 1963 which are from the UN Sta-
tistical Yearbook 1975. For our purposes the variables from A & M i
were measured for the period 1957-1962. Our sample consists of
41 countries, rather than 74 as in A & M. This reduction is due to
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our failure to get comparable data on per capita GNP for 1963,
1965 and 1967. Our regression equations were generally specified
as in equation (15) with Y being defined successively as per capita
income for 1963, or an average of 1963 and 1965, or 1965 and
1967, or of all three values, respectively. No significant quantitative
differences were found under these different specifications of Y so
that for this empirical exercise Y is simply defined as per capita GNP
in 1963.

The general thrust of our regression models is to relate per
capita GNP to: (1) the level of development of material means of
production; (2) strength of feudal forces; (3) strength of capitalist
lorces; and (4) strength of imperialism or the foreign sector. We have
i single indicator of the strength of imperialism which is X,, =
Blructure of Foreign Trade.® Generally, this index increases as con-
centration of export trade on traditional exports falls and as the
share of manufactured exports rises. For the first three variables
hlternative indices are used, as no single index seems to fully repre-
sent the desired variable. Economy in the presentation of our results
may be achieved if we report our estimates of various specifications
0l the regression model and discuss the rationale for each specifica-
lion as the results themselves are interpreted.

The first regression model estimated under OLS resulted in the

lollowing estimates, (with t-values in parenthesis under the regression
coefficients):

(16) Y =382 —8.5¢4 X, +7563X;+064X,,+337X5, —1065X,,
(—0.80) (0.55) (0.57) (1.83) (—2.51)

— 009X, X; +005X. X, + G‘.Ob‘X12 —0.05 X: +0.07 .X:;
(-0.15) (1.22) (1.51) (-0.61) (1.93)

I'he variable X, stands for “Size of Traditional Agricultural Sector’’
ind measures the share of total employment in traditional agricul-
lure. X5 on the other hand is supposed to measure “Importance of
Ihe Indigenous Middle Class” but is actually a measure of male em-
ployment in commerce, banking and insurance, and in technical,
pirofessional, and clerical jobs. Thus, X, and X are proxies for the
srength of the so-called feudal and capitalist sectors of the econo-
iy, respectively. X,, and X;4 stand for ‘“Abundance of Natural

“The subscripts to the variables used in this section refer to the number of
the variable in the list of variables in Table 1,
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Resources” and “Level of Adequacy of Physical Overhead Capital,”
respectively. Hence, these variables proxy for “development of pro-
ductive forces.” X,, as we have seen stands for “Structure of
Foreign Trade.”

We thought it best to include variables such as X, and X rather
than just X,, and X34, ie., those variables that measure develop-
ment of productive forces since, in Marxist theory, the jump or dis-
continuity in human progress arises as an outcome of class struggle.
In short, only when a certain class has attained a critical mass will
the sudden spurt in economic development arise. There is, further-
more, an explicit formulation that suggests that “‘capitalism’ super- |
squies “feudalism.” Hence, the hypothesis is that the coefficient of
X: should be positive, but it remains an open question as to
whether that of Xs should indeed be positive or negative. One can |
argue that it be positive because, to the extent that the capitalist |
sector is more advanced and more productive than the feudal sector, |
an increase in its size should lead to higher per capita income. On the |
other hand, one may argue that to the extent that the growth of X
below the critical mass implies “class struggle,”” which might direct '
resources to that struggle itself rather than to productive activities,
then per capita income will be adversely affected, and therefore the
coefficient of X, or the variable that proxies for the development |
of capitalism, will have to be negative.

Let us now consider the highlights of equation (16). Its expla-
natory power is greater than Tekiner’s (an R* = 0.78 compared to |
Tekiner’s of less than 0.50), or even that of A & M’s factors (which
could account for roughly 70 per cent of the variance of ¥ as com- |
pared to our R* = 0.83). The signs of the coefficients of X, Xs,
X,, and X, are as expected, but those for X?, X? and X4, run
opposite to expectations. Fortunately (or unfortunately), the
t-values are not significant, except for the coefficient of X, . This
may call for some explanation. As Xg, is measured, this variable may
in fact be a composite of foreign influence on the economy, and the
relative strength of the feudal and capitalist sectors. For lower values
of X,,, there iz extreme concentration of export trade on two
primary commodities, moving on to four primary commodities for I
intermediate values. At the upper extreme for X, , the four tradi- i
tional exports account for less than 50 per cent of exports and
manufactures now account for more than 20 per cent. Thus, the in-
crease in X,, from very low to intermediate values may also capture
the increase in the strength of the feudal sector. Unless the strength
of foreign influence is great (so that the coefficient of X, should |
be positive), we should not be surprised with a negative value under
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preceding explanation when it arises with positive coefficients for
the X5, X, and X3, terms, which we do get (equation (16)). It
nppears, therefore, that whatever it is that foreign dominance may
uxert on levels of living or on development of productive forces can

hurdly be untangled from the effects of a domestic feudal sector
(or an advanced capitalist sector).

[Let us consider one more estimate after substituting X, and
X0 for Xs. Here X, stands for ‘“‘Character of Basic Social Organiza-
llon.”” The lowest value for X, corresponds to a social organization
where the village clan is dominant, while the highest value corres-
ponds to a society dominated by nuclear families. It is taken to
proxy (if imperfectly), for capitalist development as nuclear family
pystems are assumed to be associated with individualism as in the
Western capitalist countries. X4, on the other hand stands for “Rate
0l Improvement of Human Resources,” and is actually measured by
pome weighted average of secondary and higher-level enrolment
fatios. Hence, both X, and X,, can be taken to proxy for level of
tlovelopment of productive forces also, but in the succeeding equa-

tlon, they are used as proxies for degree of development of the
tnpitalist sector.

(17) Y=701.22 — 244X, — 10.55 X, — 6.50 X,
(—1.23) (—2.36) l'(—1.55)

i 4.35X34 =k 11.16X4| + 0.005X40 X41
(2.97) (3.02) (0.15)

+ 0.06 X, Xqy+ 0.09Xs+ 0.07X., + 0.07 X4y
(2.00) (2.39) (2.28)  (2.17)

R* =0.88;R* = 0.84;F=2203

The preceding results are quite encouraging. Except for the co-
Olicient of X4 X, , t-values are significant at a 5% level of signifi-

 uhce or better for all but one (X, ). The fit is even better than equa-

llon (16) (R? = 0.88 and R* = 0.84). The signs of the regression co-
#fhcients are as expected. Thus, it appears that certain hypotheses
Igurding the interaction between social and political variables on
{hy one hand, and economic development on the other, are borne
Oul. In fact, the results may be more significant than they appear at
[lrut. Recall that a conventional wisdom that may have dominated
public opinion as well as policy in the past (if it does not persist
up Lo now) is the idea that LDCs can develop by promoting capitalist:
wintitutions and values. Our results suggest that this is correct as a
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long-term historical development. But our results also show that
those who believe in it must recognize that if policy is guided by it
everything might get worse before they get better, so to speak. A
certain hump must be hurdled before the positive effect on per
capita income of policies derived from it will come about. And, of
course, the Marxists may insist that a political solution is a precon-
dition for hurdling the hump.

6. Conclusion

Adelman and Morris factor-analyzed a group of 41 social,
political and economic variables and came out with results rich in in-
sights into the dynamics of societal processes accompanying econo-
mic development. However, the technique used by A & M is limited
in that it is not capable of testing for causal connections and there-
fore unsuitable for testing hypotheses. This is not to deny that the
results of factor analysis can be given causal interpretation, as we
have seen. Still, the technique does not allow measurement of the
degree of confidence in such results.

-Taking off from what is clearly indicated by the A & M results
such as nonlinearities in the relationship between economic develop-
ment and its determinants, we proceeded to identify what these
determinants are and the nature of such nonlinearities. We believe
that Marxist theory — the theory itself plus its empirical presuppo-
sitions — could provide us with these specifications. Thus, an empi-
rically verifiable hypothesis was elaborated, and subsequently tested
using the same set of data used by A & M,

It appears from the empirical results that feudalism, or the
traditional agricultural sector, is a barrier to growth. Moreover, the
capitalist sector, or the modern or nontraditional sector, is necessary
for development (at least for the sample of countries studied). This
relationship is not that straightforward. Indeed, a critical level is
required before an overall positive effect of the capitalist sector on
economic development can come about. The empirical results sup-
port the idea that foreign dependence per se may not be that crucial
in setting back the development of LDCs. What appears more crucial
are the domestic forces of feudalism and capitalism.

While the preceding results appear to be quite unambiguous, it
may be pointed out that the sample from which it was derived may
have consisted of countries which, in 1962-1967, may all have been
underdeveloped. The most developed countries in the sample were
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lurael and Japan. The significance of this point is that, if not one of
the countries in the sample had made the break from feudal to
Gpitalist development, then it would be inappropriate to give the
~ kind of interpretation that we gave to our empirical results.

' We would also have preferred an index of imperialist strength
ur foreign dependence other than X, . As it is, our results related
| this variable do not seem to settle the question of whether foreign
tlopendence is crucial or not. Thus, these qualifications may under-
ine our basic results. Nevertheless, we feel that these results can
Withstand further tests, and, if there is anything at all that we have
fchieved, it is the basic point that Marxist propositions, at least
sume of them, can be tested empirically.
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