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This study takes a global view of money. The term "global money" is appearing 
in recent discussions (Bellofiore 1997) and there is the occasional literature 
reference to "world money" (Marx 1992: 190). My thesis in this article is that money has 
a global structure. Stated more precisely, I am contending that (1) the value of money is 
non-homogeneous throughout the world system (even after exchange rates have been 
taken into account); that (2) the currencies oflow-incomc countrie s tend to be 
undervalued, not overvalued as many economists claim; that (3) the exchange rate system 
is one of the mechanisms by which high-wage countries extract value from low-wag e 
countries; and that ( 4) this situation contributes significantly to unequal exchange 
between periphery and center countries. 

These theoretical considerations lead to a new method for quantifying unequal exchange. 
The Appendix of this study includes World Tables of Unequal Exchange for the year 
1995 for 119 countries. These arc based on the theory and method developed in this 
article. 

l. MONEY AS VALUE AND THE VALUE OF MONEY 

It is common knowledge that: (l) money is a measure of valu e; and (2) money itself has a 
value. To elaborate the first point: When we buy goods or services, we pay with money 
(except in barter situations). For example, one pound of bananas is worth x dollars or y 
rupees in a specific place at a specific time . Or, the enti re physical output of a country's 



goods and services of a year is mea~urcd, not in pounds, tons or number of pieces, but in 
terms of a single money figure (GDP). In these situations we use money a~ a mca~urc of 
value. 

To elaborate the second point: We know that money, our mca~urc of value, docs not have 
a constant value. The value of money may change over time ("inflation ") or across space, 
from one currency zone to another ("exchange rate"). The value of money varies 
diachronically (longitudinally, over time) and synchronically (cross-nationally, from 
country to country). Of course, both a~pccts may be combined. 

2. LONGITUDINAL VALUATION OF MONEY 

Longitudinal valuation of money is a well-known exercise. The mca~urcmcnt of inflation 
is in the public eye virtually all the time a~, for instance, when the media report the latest 
inflation rates. These inflation rates are ba~cd on scientifically established methods of 
inflation mca~urcmcnt. Typically, economists define a "ba~kct of goods and services", 
mca~urc its price at different points in time and calculate inflation rates from that. While 
there arc disagreements about the finer points of inflation mca~urcmcnt, the longitudinal 
valuation of money (inflation mca~urcmcnt) is a well-established practice. 

3. CROSS-NATIONAL VALUATION OF MONEY 

In contra~t, the cross-national valuation of money is, partly, well-known and, partly, mor e 
obscure . In order to determine the relative value of one currenc y in comparison with 
another, two conflicting concept~ and mca~urcmcnt procedur es exist, namel y: 
(l) currency exchange rates between two countries (i.c ., the rates at which units of one 
currency arc exchanged for unit~ of another currency; e.g. , how many dollars do I get for 
100 rupees; how many rupees do I get for 100 dollars? etc.); and 
(2)purchasingpow er parity rates (PPP rates) between two countries (i.e ., the ratio ofthc 
purcha~ing power of money in countries A and B; e.g., how much money do I need in 
order to buy a pair of shoes in country A; and how much money do I need in order to buy 
an equivalent pair of shoes in country B?). 
The two concepts differ significantl y, though they seem to be similar on the surface. The 
numbers which one obtains from either method arc highly divergent in many situations. 
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My thesis concernin g the global structure of money arises from the difference between 
these two methods of cross-national valuation of mone y -- namel y, exchange rate versus 
purcha~ing power parity rate (PPP rate). 



4. EXAMPLES 

Herc arc some figures which exemplify the difference that I am talking about (Table 1 ): 

TABLE 1 -- TWO VALUATIOHS OF GHP PER CAPITA 

( G H p ; capita, 1992 ) I 

COUHTRY METHOD 1: METHOD 2: COMPARISOH 
actual PPP rates 
exchange rates (purchasing power 

parity rates) 

US dollars "international 
dollars" 

Japan 28 190 20 160 col. 1 > col. 2 

USA 23 120 23 240 si1nilar values 
Ger1nany 23 030 20 610 si1nilar .. 
UK 17 790 16 730 si1nilar .. 
Australia 17 260 17 350 si1nilar .. 

PPP rate is 
greater 

by a factor of: 
Brazil 2 770 5 250 (factor 1. 9) 
Russia 2 510 6 220 (factor 2. 5) 

China 470 1 910 (factor 4 .1) 
India 310 1 210 (factor 3. 9) 

Bhutan 62 630 (factor 10. 2) 
l1ozambique 60 570 (factor 9. 5) 

Source: World Bank. World Development Report 1994, p. 162, p. 220 

A~ the examples in Table 1 show, the value of one country's money in relation to another 
country's money can be calculated using two different methods and expressed in two 
different rates -- exchange rates and PPP rates. For example, the actual exchange rate 
between Indian rupees and U.S. dollars "shows" that Indian GNP per capita wa~ 310 
dollars in 1992. ln contra~t. scientific mca~urcmcnt of purcha~ing power parity (PPP) 
"shows" that Indian GNP per capita wa~ 1210 dollars, i.e. four times a~ much a~ shown in 
terms of exchange rates. OECD countries, however -- like the USA, Germany, UK and 
Australia -- have exchange rates to the U.S. dollar that arc very similar to the relative 
purcha~ing power rates of the currencies. 
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Which of the two rates (exchange rate versus PPP rate) is the correct one? When we a.:;k 
the question: "What is the value of rupees in relation to the value of U.S. dollars?", we 
obtain two sharply different answers (e.g., "310" and "1210" for GNP per capita in the 
above). That constitutes a puzzle -- not for practitioners, because they use exchange rates, 
but for scientists. It can be observed that exchange rates arc real, in the sense that they arc 
being used by money traders and traders of goods and services. The PPP rate, on the 
other hand, is scientifically arrived at. Docs that mean that PPP rates arc not real? Such a 
conclusion would be untenable. On the contrary, PPP rates arc real a.:; well -- they arc 
ba.:;cd on carefully established methods of mea.:;uremcnt. 

The situation is one of a dual standard or a double standard -- namely, we have two 
standards for evaluating the same object. The object to be evaluated is the relationship 
between money A and money B (the cvaluandum) and the two conflicting standards arc 
exchange rate (standard 1) and PPP rate (standard 2). In order to deal with this 
discrepancy in a comprehensive manner, we require some theory. 

5. TYPES OF THEORY REQUIRED 

In order to address the problem a.:; outlined, we require four broad types of theory, 
namely: 
(l) mca.:;urcmcnt theory -- what is it that we arc mca.:;uring? 
(2) empirical theory and historical explanation -- how can we explain what we sec? What 
causes it? How did it come about? 
(3) theory of value -- how can we evaluate what we sec? Which standard is the correct 
one or the best? 
(4) theory of policy (praxis) --what should be done, if anything? 

In this study I will not attempt a comprehensive treatment of these issues. Instead, I will 
focus on two contentions, that: (l) the discrepancies between the two mca.:;urcmcnt 
methods arc systematic (non-random) and correlate with the global center-periphery 
structure (empirical claim); and (2) this situation constitutes a form of exploitation 
(normati ve claim) . 

6. HOW PPP RATES ARE CALCULATED 

The mca.:;urcmcnt of PPP exchange rate (purcha.:;ing power parity rates) ha.:; some 
similarity with inflation mca.:;urcmcnt. The method consists of the following: (a) a 
"ba.:;ket of goods and services" is defin ed ( a.:; in inflation mca.:;urcmcnt); (b) prices for this 
"ba .:;kct" arc collected in the countries around the world -- e.g., in country l in rubles, in 



country 2 in rupees, in country 3 in yuan, etc.; (c) the prices for the "basket" in the 
different countries arc compared and permit the calculation of purchasing power parity 
rates (PPP rates). The World Bank developed and refined this methodology during the 
past decades to a point where it is as solid as inflation mca-.urcmcnt. 

The following is a more detailed description, with examples, of the method used for 
calculating PPP rates. The examples arc taken from a handbook by the main authors who 
developed this method (Kravis, Heston, Summers 1978). 

Step (a)-- Defining the "Basket" 

The first step is to prepare a standardized list ("basket") of goods and services whose 
prices arc to be compared across countries. The handbook list-. 153 categories of goods 
and services, a-. follows (Kravis, Heston, Summers 1978: 224-231 ): 
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l. Rice 
2. Meal, other cereals 
3. Bread, rolls 
4. Biscuits, cakes 
5. Cereal preparations 
6. Macaroni, spaghetti 
7. Fresh beef, veal 
8. Fresh lamb, mutton 
9. Fresh poultry 
10. Other fresh meat 
11 . Frozen, salted meat 
12. Fresh, frozen fish 
13. Canned fish 
14. Fresh milk 
15. Milkproducts 
16. Eggs, egg products 

..... etc. 
153. Government expenditures on commodities 

These primary items are grouped in var ious ways, e.g., as follows (Kravis, Heston, 
Summers 1978: 222): 

Consumpt ion 
Food 
Clothing and footwear 



Gross rents and fuels 
House furnishings and operations 
Medical care 
Transport and communications 
Recreation and education 

Capital formation 
Construction 
Producers' durables 

Government 
Compensation 
Commodities 

Step (b) -- Determine Prices in Local Currency 

The handbook docs not list the original local prices, but records, for example, how many 
French francs a Frenchman ha.:; to pay in order to buy the same amount of meat that an 
American gets for one dollar. Herc are some examples for the Y car 1970, for two 
countries -- France and Colombia (Kravis, Heston, Summers 1978; 175, Table 5.2 and 
199, Table 5.18). 

FRANCE COLa-iBIA 
When t he Amer i can the Frenchman the Col ombian 
spends one do ll ar pays fo r the pays fo r the 
for ... same item ... same item ... 

Bread an d cerea l s 4 . 79 francs 14 .1 pe sos 
Meat 5 .1 5 fran c s 10. 9 pe sos 
Fuel and Powe r 7 . 08 fr ancs 7 .0 pesos 

etc . et c. etc . 
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Step (c) -- Calculate the PPP Rate 

These item.:; arc further summarized in major groups and for the entire GDP, a.:; follows 
(Kravis, Heston , Summers 1978: 176,200): 

When the Amer i can 
spends one dollar 
for ... 
Aggregate 

Consumpt i on 
(i tems 1 - 110) 

Capital Formation 

FRANCE 
the Fr ench man 
pays for the 
same i te ms ... 

4 . 38 francs 

4 . 09 francs 

COLa-iBIA 
the Colomb i an 
pays for the 
same items ... 

8 . 2 p esos 

9 . 5 pesos 



(items 111-148) 
Government 

(items 149-153) 
4.21 francs 5.5 pesos 

GDP 4. 64 francs 8 .1 pesos = PPP rates 
(NOTE: the result.., for GDP are the purcha..,ing power parity rates between the U.S. dollar 
and the French franc and between the U.S. dollar and the Colombian peso in 1970) 

Step (d) -- Calculate the Exchange Rate Deviation 

line 1: PPP rate (1970) 
above 
line 2: official 

exchange rate (19 70) 
Kravis,H,S 
1978: 8) 
line 3= line 2 : line 1 

exchange rate deviation 

FRANCE 
4.64 franc s 

5.5289 

1. 23 

7. PRACTICAL RELEVANCE OF INVESTIGATION 

COLa-iBIA 
8.1 p es o s 

18. 352 

2.2 6 

Source 
st ep (c) 

Kr avis ,H, S 
197 8: 219 ) 

This investigation may seem abstract, but it has great practical relevance. There is an 
entire chorus of economists who keep repeating that the exchange rates of poor countries 
are overvalued. The llvIF, in particular, has, over the past two decades and as part of its 
"Structural Adjustment Programs" (SAPs), forced many countri es to devalue their 
currencies, using the argument that the currency was "overvalued ". This practice has 
important practical implications for the countries and people affected by SAPs. 
Furthermore, it reveals two things: (1) the IMF ( and the chorus of economists referred to) 
has a "theory of value" regarding exchange rates. This theory may be largely implicit , but 
it is there, or else they could not arrive at the evaluative judgm ent that "exchang e rate of 
country X is overvalued". And: (2) value theory of exchange rates is of great practical 
relevance. Whereas most economists agree with the view that the currencies oflow
income countries tend to be overvalued, if anything, I claim the opposite, that the 
currencies of low-income countri es tend to be undervalued. 
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8. EMPIRICAL EVIDENCE: CORRELATION 

A look at Table 1 above suggests several observations : 
(1) for the countries of the core of the world system (OECD countries) exchange rates 
(method 1) and purcha..,ing power rates (method 2) do not differ at all or differ relatively 



little. 
(2) for the countries of the periphery and semi-periphery of the world system (non-OECD 
countries) exchange rates (method 1) and purchasing power rates (method 2) yield 
significantly different results. The difference can be stated in two ways -- namely, either: 
exchange rate values arc lower than PPP values, or: the purchasing p owcr value of the 
country's currency is greater than the exchange rate value. 
(3) overall, for all countries, it can be observed that the discrepancy tends to be greatest 
for the poorest countries and least for the richest countries. My Table 1 shows only 
eleven countries. However, when all countries arc examined, the same correlation 
emerges. Statistical testing of these observations leads to the following results: 
(4) for all countries, there is a statistical correlation between the country's GNP per capita 
and the discrepancy between exchange rates and PPP rates. In other word~, the poorer the 
country, the lower will be the exchange rate value of its currency in relation to the PPP 
value of its currency. Kravis and Lipsey examined this relationship for 34 countries for 
the year 1975 (including 12 OECD countries and 22 non-OECD countries) and found a 
very strong relationship between the discrepancy among the two rates and GDP per 
capita (Kravis and Lipsey 1983: 21 ). Subsequent studies confirmed the cxistcnc c of this 
relationship. My own calculations for 120 countries (based on World Bank data) yield the 
following observations for the year 1995 (Table 2): 

TABLE 2--CORRELATION 
between Currency Value Distortion and GNP per capita, 1995 
(n= 120 countries) 

l. Correlation between the "distortion of currency value" 
and "incoine level" (GNP/capita) ................. r - 0.63 

2. Average distortion factor for 120 countries ......... avg d = 2. 65 
(standard deviation l.5) 

3. Maxi1nu1n distortion factor (Mozambique) ............... 1nax d = 10. l 
Mini1nu1n (Switzerland, Japan) ................ 1nin d = 0. 6 

4. Classes: average distortion factor for: 
(a)low-incoine (43 countries) ................ avg d = 4.0 
(b)1niddle-inco1ne (52 countries) ............. avg d 2.4 
(c) high-income (25 countries) ............... avg d - 0. 98 

5. Average GHP/capita (at exchange rate) .................. US $ 6025 
(standard deviation 9408) 

6. Mini1nu1n GNP/capita (at exchange rate) (Mozambique) ...... US $ 80 
Maxi1nu1n (at exchange rate) (Switzerland) ....... US $40630 

Source: World Bank. World Development Report 1997, p. 214-215, Table I 

Note: "GNP per capita" in the correlation is in 1995 US dollars (exchange rate value). 
The distortion factor is the quotient of GNP per capita "in 1995 international dollars" (i.e. 
the PPP value), divided by GNP per capita in "1995 US dollars" (i.e. exchange rate 
value). 
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9. INTERPRETATION OF THE CORRELATION 

In the context of world system theory and related theories (structural theory, imperialism 
theory), the observed correlation means that a country's socio-economic status in the 
world system and the relative value of the country's money within the world system are 
related. Topdog countries tend to have "hard" or "strong" currencies (i.e. valuable 
currencies); underdog countries tend to have "soft" or "weak" currencies (i.e. less 
valuable currencies). The general power/wealth gradient in the world system can thus be 
found once more in the value structure of global money. 

In terms of causality, it may be asked whether the global power/wealth structure 
determines the global money structure or vice versa. I assume that both causalities exist. 
The global power/wealth structure contributes to the global money structure and th e 
global structure of money feeds back into the perpetuation of th e global power/wealth 
structure. 

10. VALUE THEORY (NORMATIVE DISCUSSION) 

I will now shift from empirical observation to normative reasoning (theory of value). 
How can we evaluate this situation? 

The discussion can be organized around two diametrically oppos cd evaluative 
(normativ e) propositions, namely: 

Proposition (l): The exchang e rates oflow-incomc countries tend to be overvalued. 

Proposition (2) : The exchange rates oflow-incomc countries tend to be undervalued. 

Let's examine both propositions. 

11. THE OVER-VALUATION ARGUMENT 

The over-valuation argument is common and is being used by the IlvIF, as mentioned 
earlier. In order to arrive at a verdict of "over-valuation " of a currency, the jud ging mind 
must have two things, namely, (a) certain kinds of factual inform ation and (b) a 
nonna tive standard by which to evaluate the facts; or an evaluation method which impli es 
a nonnative standard. What nonnative standard or "yardstick" is being applied by experts 
who reach the verd ict of "overva lued"? 



In practice the "Structural Adjustment Programs" of the IlvIF tend to impose conditions 
on various countries -- conditions which tend to include stipulations about currency. 
"Typical conditionalitics might be: the borrower's budget or balance of payments deficit 
must be reduced by x percent within one year; ... the currency must be devalued by x 
percent within six months, etc." (Brown 1993: 122). There is thus a great conc ern for 
balancing the government budget and balancing the balance of payments. Th e standard 
by which a currency is evaluated is the balancing of the balance of payments. The 
connection between this standard and the judgment of "ovcrvaluation" is stated, for 
example, in the following: 

"The currencies of most developing countries arc overvalued ... When exchange 
rates arc fixed, a surplus demand for foreign currency tends 

to develop, which must be controlled ... " 
(Lachmann 1994: 196; my translation.) 

The balancing of the balance of payments is thus a major "yardstick " with which the 
currencies of poor countries arc evaluated. (It should be noted that the same yardstick is 
being applied when the currencies of high-income countries arc evaluated.) This may be a 
valid standard. However, I contend that the following is also a valid standard, even 
though this argument may seem paradoxical at first. 
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12. THE UNDER-VALUATION ARGUMENT 

When a low-income country (with a structurally distort ed currency value, sec Table 1) 
trades with a high-income country, the high-income country gains a quantity of real value 
which docs not show up in any account and the low-income country loses a quantit y of 
real value which docs not show up in any account. In colonial times, traders may have 
exchanged cheap glass beads for valuable ivory. Both sides agreed to the deal. Similarly, 
a low-income country may make a deal with a high-incom e country and the deal is 
balanced in monetary terms at the prevailing exchange rates. How ever, a quantity of real 
value is extract ed from the low-income country in this deal which docs not show up in 
any account. 

The nonnative standard in this argument is "real value". I mca-.urc "real value" in terms 
of purcha-.ing power parity (PPP). On this ba-.is, it can be argued that the currencies of 
the low-incom e countries tend to be underva lued. Herc is an example. 

First, let's eliminate the theoret ical possiblity of complete autarky of two countries. In this 
situation there is no trade and no international money exchange. PPP rates can be 
mca-.urcd, but there arc no exchange rates. This situation is of no practical int erest. 



Next, let us examine a situation of balanced trade between country LIC (low-income 
country) and country HIC (high-income country), with no financial investment across 
bordcrs,just payments for traded goods and services. (Let's further a<;sumc that LIC ha<; 
some features of India and HIC ha<; some features of USA. I am using the distortion 
factor of 3.9 for India from Table 1; the rest in the following is "made up".) 

Herc is a 2-country scenario (hypothetical): 
[LIC = low-income country 
HIC = high-income country] 
1. LIC ha<; a GDP of 1200 rupees 
2. HIC ha<; a GDP of 1010 dollars 
3. The exchange rate of rupee : dollar is 20 : 1 
4. The two countries trade with each other. The volume of trade between the two 
countries is 200 rupees = 10 dollars in each direction. In other words, LIC exports goods 
and services valued a<; 200 rupees ( or 10 dollars) and HIC exports goods and services 
valued as 10 dollars (or 200 rupees). The trade is balanced. The balance of payments is 
balanced. 

Now let LL'l examine the implication of the distortion factor. The distortion factor in cross
national currency valuation is 3.9 (from Table 1). This means that the purchasing power 
rate (PPP rate) between LIC's rupee and HIC's dollar is not 20: 1 but, rather, 20/3.9 : 1 = 
5.13 : 1. I am rounding this off to 5 : 1 . 

When we a<;smnc that the PPP rate reflects the true value of the currency, then it can be 
observed that 
(a) from LIC's point ofvicw:LIC exported goods and services worth 200 rupees. In 
exchange, LIC imported goods and services worth 200 I 20 = 10 dollars at exchange rate. 
However, LIC would have imported 200 I 5 = 40 dollars worth at PPP rate. The monetary 
distortion factor had the effect that LIC lost 40 - 10 = 30 dollars worth of imports due to 
the distortion factor. This loss of 30 dollars, at PPP rate, corresponds to 150 rupees. 
(b) from HIC's point ofvi cw:HIC exported goods and services worth 10 dollars. In 
exchange, HIC imported goods and services worth 10 * 20 = 200 rupees at exchange rate. 
However, HIC would have imported 10 * 5 = 50 rupees worth at PPP rate. The monetary 
distortion factor had the effect that HIC gained 200 - 50 = 150 rupees worth of imports 
due to the distortion factor. This gain of 150 rupees, at PPP rate, corresponds to 30 
dollars . 
( c) Summary: Due to the monetary distortion factor between the two currcncics,LIC lost 
150 rupees worth of import value; HIC gained 30 dollars worth of import value. These 
losses and gains of value do not show up in the account<;, bccaLL<;C the value of mone y is 
itself structurally deform ed. The trade is formally balanced. 
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A~ a percent of GDP, the gains and losses arc, a~ follows: LlC ha~ an "invisible loss" 
(unrecorded loss) of 150 rupees. With a GDP of 1200 rupees, the invisible loss of value is 
150/1200 = 12.5% of GDP. HlC ha~ an "invisible gain" (unrecorded gain) of 30 dollars. 
With a GDP of 1010 dollars, the invisible gain of value is 30/1010 = 3.0% of GDP. 

Ba~cd on this rca~oning, l conclude that the currency values of low-income countries tend 
to be undervalued. The effect is exploitative. The core countries appear to extract a large 
amount of value from the periphery countries through the clever monetary device called 
exchange rate system. Baboncs (1998) ha~ recently made a parallel observation with 
respect to global center-periphery relations, namely that: "Surplus value is not extracted 
solely through coercion, but also through the working of financial markets." (He is 
referring to credit markets.) 

13. RECENT LITERATURE ON UNDERVALUATION 

Undervaluation of currencies ha~ drawn some attention in the 1990s. ln a recent study, 
Havlik argues .fiJr currency undervaluation, stating with reference to countries in Central 
and Ea~tcrn Europe that "undervaluation is needed in order to overcome institutional, 
structural and quality deficiencies" (Havlik 1996). Yotopoulos (1996), however, argues 
against currency undervaluation in a book that combines theory, statistical-empirical 
research and ca~c studies. He uses purcha~ing power parity (PPP) data from World Bank 
sources, compares them with nominal exchange rates (NER) and calculates an exchange 
rate deviation index (ERD) for all countries (Yotopoulos 1996: 97-100). The study 
investigates the relationship between currency valuation and economic growth. His 
observations agree with mine in two important points -- namely, Yotopoulos writes: (1) 
"free currency markets ... have an inherent distortion" (Yotopoulos 1996: ii) and (2) with 
reference to low- and middle-income countries: There is "undervaluation of the NER [sc. 
nominal exchange rate] ... Conventional wisdom, on the contrary, secs the problem a~ 
NER overvaluation ... "(Yotopoulos 1996: 8. Empha~is original) 

14. THE QUANTIFICATION OF UNEQUAL EXCHANGE 

The availability of PPP data and the possibility of calculating an exchange rate deviation 
index (variable "d" in Table 2 above; or "ERD" in Yotopoulos 1996) opens up an 
intriguing new way of quantifying the degree of "unequal exchange" (losses and gains 
from unfair center-periphery trade). 

ln Emmanuel's theory the concept of "unequal exchange" is the grand dependent 
variable. ln his words: " ... unequal exchange is the proportion between equilibrium prices 
that is established through the equalization of profits between regions in which the rate of 
surplus value is 'institutionally' different..." (Emmanuel 1972: 64). 

This is a theoretical definition and not an operational definition. How unequal is the 
cxchangc9 How much value is unfairly transferred from the periphery to the ccntcr9 



Emmanuel did not give any precise figures, and this mca-,urcmcnt problem wa-, still 
relatively unresolved in 1987, when Raffcr reviewed the state of the art with respect to 
the mca-,urement ofuncqual exchange (Raffcr 1987: chapter 11). However, Emmanuel 
gave a sense of magnitudes involved when he wrote that the: 

"loss [sc. resulting from unequal exchange] ... is enormous in relation to the poverty of 
the underdeveloped countries while being far from negligible in relation to the wealth of 
the advanced countries. 11 (Emmanuel 1972: 265) 

Some authors provided estimates for individual countries. Gibson (1980) estimated a loss 
for Peru in 1969 in its trade with USA a-, 38% of its exports to the USA (sec, Raff er 
1987: 94). Webber and Foot (1984) estimated for the Philippines in 1961 that Philippin e 
exports would have amounted to 5.269 billion pesos, if valued at Canadian wages and 
prices, instead of the actual 1.129 billion pesos (sec, Raffcr 1987: 95). 
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A worldwide estimate is available from Samir Amin. Amin estimated the loss incurred by 
developing countries for the year 1966 a-, being $22 billion. That corresponds to a loss of 
15% of GDP for the developing countries and to a gain of 1.5% of GDP for the advanced 
countries. (Amin 1976: 143-144 andRaffcr 1987: 93-94) 

One expert on unequal exchange, Raffcr, stated in 1987 that "precise statistical methods 
of mca-,uring [sc. unequal exchange] arc still lacking." (Raff er 1987: 194) That wa-, the 
state of affairs in the late l 980's. In the meantim e, a new type of data ha-, become w idely 
available, namely , the World Bank's PPP data which arc now available for a majorit y of 
countries. In combination with a structural view of global mone y, these data can be used 
for estimating the degree of unequal exchange. The following calculations for 1993 arc 
illustrati ve of such a possibility. 

The proposed estimation method is , a-, follows: (a) calculate the distortion factor d (sec 
above, Tables 1 and 2, or, a-, Yotopoulos calls it, the ERD -- exchange rate deviation 
index) ; and (b) apply it to the vo lume of trade, giving (c) the loss or gain due to unequal 
exchan ge, according to the formula: 

T= d*X-X 
where: 
T = magnitude of unrecorded transfer (loss or gain) due to unequal exchan ge 
X = volume of exports from a low-wage country to high-wag e countries, and 
d = the distortion factor (i.e. the deviation of th e nominal exchange rate from the PPP 
rate, also known a-, ERD) 

The formula means, in words, that the unrecorded transfe r (T) resulting from unequal 
exchange is equal to the difference between the fair value of the export ( d * X) and the 



unfair (actual) value of the export (X). For low-wage countries this magnitud e Tis a loss. 
For high-wage countries the same magnitude Tis a gain. 

Hypothetical example: A low-income country ha.., exports to a high-wage country of X 
= $1000 and a distortion factor of d = 2.65 (which is average, sec Table 2). Instead of 
earning $1000 from exports, the country could have earned 2.65 * $1000 = $2650. The 
difference 2650 (fair value) - 1000 (unfair value) = $1650 is the amount of unrec orded 
value lost by the low-wage country (and gained by the high-wag e country) due to unequal 
exchange. When Emmanuel first presented his idea.., (1962 and 1969/72), PPP data were 
not available, so that this kind of quantification of the effects of unequal exchange wa.., 
not possible at the time. 

15. ESTIMATES OF UNEQUAL EXCHANGE FOR 1993 

This estimation method can be applied to export data for 1993. The export streams 
between center and periphery of the world arc shown in Table 3: 

Table 3. World Export Flows, 1993 
U.S. dollars trillions 
( at exchange rates) 

TO: TO: 
OECD non - OECD 

FROM: OECD 1. 84 0 . 70 

FROM: non - OECD (a) 0.64 0. 46 

WORLD, total exports = 3 . 70 US$ tr illion s 

NOTE( a): non-OE CD = "developin g countries" + Ea..,tern Europe and former USSR 
Source : United Nations . Yearbook oflnternational Trade Statist ics 1995, Vol. 2, Special 
Table B, page S 22 
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The figure to watch in Table 3 is "0.64". This represents the exports from the periphery 
(all non-OECD countries ) to the center of the world system (OECD countri es) and shows 
periphery-to-center exports as US$ 0.64 trillion (or, $640 billion). When we value this 
volume of exports in terms of PPP rates, then the distortion factor of 2.65 (from above) 
can be applied as a first approximation. Given this preliminary assumption, the fair value 



of the export flow of US $0.64 trillion can be valued a.., 0.64 * 2.65 = l.7 trillions of PPP 
dollars. If this is the fair value of the exports from low- and middle-income countri es to 
high-income countries, then the amount of income lost by low-and middle-incom e 
countries in 1993, due to unequal exchange, may be estimated a..,: 

d*X X T 
(fair value) less (unfair value)= (loss due to unequal exchange) 

or, 
1.7 0.64 1.06 

In other words, in 1993 the loss incurred by low- and middle-income countries due to 
unequal exchange may have been 1.06 trillion of PPP dollars. At the same time , this is 
the estimated gain for OECD countries. 

How does this figure compare with global GDP and the GDPs oflow- and high-incom e 
countries? The GDP figures for the world in 1993 are given in Table 4: 

Table 4 - World GDP, 1993 

COUNTRY CLASS 

(U. S . do ll ars 
t r illion s ) 

High-i ncome 18 . 6 
Low- an d mi dd l e -in come 5 .0 

WORLD 23 . 6 

Source: World Bank, World Tables 1995, p. 29 

Using Table 4 data we ean calculate the unrecorded transfer (T) of $1.06 trillion, which 
results from unequal exchange, a.., a percent of GDP, namely: 

(a)OECD countries: 1.06 I 18.6 = 5.7 % of GDP (ofOE CD) 

(b)non-OECD countries: 1.06 I 5.0 = 21.2 % of GDP (ofn on-OECD) 

16. COMPARISON OF ESTIMATES OF UNEQUAL EXCHANGE 

A comparison of Amin's estimates of the degree of unequal exchange with my estimates 
yields the following summary (Table 5): 
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Table 5 - Comparison of Estimates of Unequal Exchange 

For For Estimate Es t i ma t e 
Year Uni t In current as a percent 

of analysis us dollars of GDP of GDP 
of LIC (a) of HIC (a) 

Amin 196 6 deve lo p i ng 22 billion -1 5 ':: + 1. 5 ,); 
countries 

Kohler 1993 non-OECD 1. 06 tr illion - 21-e +5 . 7' t 
countries 

NOTE (a): LIC = low-and middle-income countries; HIC = high-incom e countries 
Sources: sec text above 

Table 5 shows similarities and discrepancies in the estimated percentages. Whether 
global exploitation incrcm,cdbctwccn 1966 and 1993, a..:; the table seems to sugges t , is 
difficult to answer since Amin's and my estimates arc ba..:;cd on two different methods. 
This problem requires further research. 
However, it can be observed that both met hod..:; lead to roughly comparable ma gnitudes. 
Furthermore, the figures arc consistent with Emmanuel's non-quanti tative statement -
namely, that the "loss [sc. resulting from unequal cxchangc]. . .is enormous in relation to 
the poverty of the underdev eloped countries while being far from negligible in relation to 
the wealth of the advanced countries." (Emmanuel 1972: 265) 

17. IMPLICATIONS FOR THE THEORY OF UNEQUAL EXCHANGE 

In the history of science new instrum ents and new types of data hav e, on num erous 
occa..:;ions, led to innovations in thcory--c.g., the invention of the telescope in a..:;tronomy; 
the invention of the microscope in biology; the development of computcr-ba..:;cd timc
scrics analysis in economics , etc. Similarly, the availability of PPP data, which were not 
available in the 1960's and 1970's and not fully available in the 1980's, arc now adding 
new insights to the theory of unequal exchange. The subtitle of Emmanuel's book 
"Unequal Exchange" is "A Study of the Imperialism of Trade", where trade refers to 
commodity trade, not currency trade. With the help of now-a vailable PPP data, it 
becomes incrca..:;ingly apparent that the clement of unfairness or exploita tion in the notion 
of "unequal exchan ge" is not only a matter of unequal commodity exchan ge, but also a 
matter of unequal currency exchange, both being intricately linked . 

Emmanuel's theory of unequal exchange includes the following views: 



(l) Trade between low-income and high-income countries (periphery and center of the 
world system) is unequal, meaning: unfair, bia..:;cd against the low-income countries. 

(2) Wages in low-income countries arc undervalued in relation to wages in high-income 
countries. 

(3) Export prices of exports from low-income countries arc undervalu ed in relation to the 
export prices of high-income countries. 

(4) There is a relationship between the undervaluation of labour and the undervaluation 
of exports oflow-incomc countries. Emmanuel stresses that: " ... inequality of wages a..:; 
such, all other things being equal, is alone the cause of the inequality of exchange" 
(Emmanuel 1972: 61) and refers to wages a..:; "the independent variable of the system " 
(Emmanuel 1972: 64 ). 
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What causes the inequality of wages between high-wage and low-wag e countries? Herc 
Emmanuel discusses various possible influences -- physiological wage, historical wage, 
market wage, equilibrium wage, moral clement, trade-union factor, wage zones and so 
on.(Emmanuel 1972: 109-122) Generally, the problem is seen a..:; an "institutional" 
problem. 

In terms of causal modelling, Emmanuel constructs a causal sequence fr om antecedent 
factors Al, A2, A3 etc. (called "determinants of wages"), which cause "inequalit y of 
wages" (X), which in turn is causing "unequal exchange of commodities" (Y). That is: 

A--> X-- > Y 

An alternative causal view, ba..:;cd on a structural view of global mone y, is that the 
"undervaluation of a country's currency" ha..:; two simultaneous valuation effec ts a..:; a 
consequence of the distorted structure of global money (M): (X) it leads to an 
undervaluation oflabour in the low-income country relative to labour of high-income 
countries; and (Y) it leads to an undervaluation of the exports of the low-incom e country 
relativ e to the exports of high -incom e countries. That is: 

---> x 
M 

---> y 

Seen this way, the unfairness of commodity trade between low-wage and high-wage 
countries ("unequal exchange" in Emmanuel's sense) is , in part, caused by the structure 
of global money ("unequal excha nge" in the sense of "unequal exchang e rates"). The 



distortion of global money and of the exchange rate system is shaped by the historically 
grown structure of the world-system (center-periphery, imperialism, "global apartheid" 
(Kohler 1978, 1995)) and ideologically supported by ncocla-;sical international economic 
theory (favouring free I unregulated currency markets). 

18. IMPLICATIONS FORPRAXJS 

Unequal exchange theory supports an advocacy of labour struggle with the objective of 
raising the wages of workers in peripheral countries and/or an advocacy of global 
socialism, for example, along the lines of Amin's socialist polyccntrism (Amin 1994). 
The structural view of global money suggests an additional strategy, which may be 
combined with the above strategics or pursued on its own, namely: a reform of the global 
exchange rate system in the direction ofpurcha-;ing power parity (PPP) rates. Such a 
reform would raise the wages oflow-income countries relative to high-income countries, 
a-; fought for by Emmanuel and others; it would improve the terms of trade for low
incomc countries, a-; fought for by Prcbisch and others; and it would significantly reduce 
unequal exchange. 

How much each low- or middle-income country could gain from such a global monetary 
reform -- and how much it is presently losing due to unequal exchange, can be seen from 
the World Tables of Unequal Exchange which arc presented in the Appendix below. 
These tables arc ba-;cd on the theory and method developed in this article. 
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APPENDIX WORLD TABLES OF UNEQUAL EXCHANGE 

1995, 119 countries 

21. INTRODUCTION 

The statistical tables below present quantitative estimates of unequal exchange for 119 
countries. The tables arc ba~cd on the theory and method developed in the main body of 
the article. The calculations arc ba~cd on export/import data and the exchange rate 
deviation index. Losses or gains from unequal exchange arc calculated a~ the difference 
between a "fair value" of exports/imports and the "actual (unfair) value" of 
exports/imports. The estimation formula is: 

T=d*X-X 

where 
d = the exchange rate deviation index (also designated a~ "ERD" in the literature) 
X = the volume of exports from a low- or middle-income country to high-income 
countries (valued at the actual exchange rate) 
T = the unrecorded transfer of value (gain or loss) resulting from unequal exchange 

In the tables (below), this formula is applied to the data for I 19 countries for the year 
1995. 

22. HOW TO READ THE TABLES 

Table I presents the step-by-step calculations. Countries arc arranged in alphabetical 
order and in two groups -- first, non-OECD countries and, secondly, OECD countries. 
The losses or gains from unequal exchange arc shown at the right-hand side (in terms of 
U.S. dollars and a~ a percent of the country's GNP). 

Table 2 presents the losses and gains (same a~ in Table I), sorted by dollar volume. 

Table 3 presents the losses and gains (same a~ in Table I), sorted by percent of GNP. 

The tables arc followed by a brief discussion and further methodological details. 

23. THE WORLD TABLES 
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Table A-l -- WORLD TABLE OF UN EQUAL EX CHANGE 1995 

NON-O ECD countries (N=97) 

Fa i r 
Country 
Va l ue of 

Exports 

(G/ 0. 9)*F 

GNP Popu l 
UNEQUAL EXCHANGE 

1995 1995 
LOSS( - ) LOSS( - ) 

us$ 
J=F - H K=J/A 

mi ll i ons mi ll i ons 
$mi ll i ons $mi ll i ons % of GNP 

Exchange 

GNP/cap i ta Exports Rate 

1995 1995 to OECD Deviat'n 

US$ PPP$ US $ D/C 

year million s rat i o 

(A) (B) (C) (D) (E) (F) 

(G) (H) (J) (K) 

- 20,905 
44 , 800 

- 479,; 
28 . 0 Alger i a 

28, 712 
Ango l a 
12,486 
Arg en tina 

4 , 428 
- 8 , 974 - 2039,; 

278,64 1 

10 . 8 

34 . 7 
0"-; 

3 . 8 
09,; 

l. 03 8, 308 
Armen i a 
3 . 10 
Bahama s 
l. 23 

Bah rai n 

14 

16 4 

l. 71 1, 066 
Bangla desh 
11,14 9 - 9 , 404 
Barbados 
l. 62 185 
Be li ze 
2.05 343 
Benin 
4 . 76 287 

Bhut a n 
3 .00 0 

- 1,0 49 
2,774 

- 10 
3 , 295 

- 44 
0 . 3 

- 19,; 

4 , 524 0 . 6 
- 505 - 119,; 

28 , 752 11 9 . 8 
- 339,; 

1,745 
- 82 
568 

- 192 
2 ,0 35 

- 233 

292 
0 

0 . 3 
- 5 "-; 

0 . 2 
- 349,; 
5 . 5 
-1 19,; 

0 . 7 
09,; 

5 , 920 7 . 4 Bolivia 
3 . 18 
Brazil 
61 , 483 

2,1 31 - 1, 528 - 26 % 
579 ,488 159 . 2 

- 24, 095 - 4"-; 
Bu l garia 
3 . 37 8,292 
Bu rk ina Faso 
3 . 39 233 

11 , 172 
- 6 ,0 77 

2 , 392 
- 171 

8 . 4 
- 549,; 

10 . 4 

1 , 600 5 , 300 1994 7 , 807 3 . 3 1 

410 1, 310 92 3 , 512 3 . 20 

8,030 8,3 10 95 7,25 9 

73 0 2,260 92 4 

11 , 94 0 14, 710 9 1 120 

7,840 13, 400 95 56 1 

240 1 ,380 93 1 , 745 5 . 75 

6,560 10, 62 0 95 103 

2 , 630 5 , 400 95 15 1 

37 0 1 ,760 95 54 

420 1 ,2 60 92 0 

80 0 2,54 0 95 603 

3 ,640 5,400 95 37,389 l. 48 

1, 33 0 4 , 480 95 2 , 214 

230 78 0 9 1 62 



Ca1neroon 8,645 13. 3 650 2, 110 91 2,237 
3.25 8,080 -5,842 -68, 
Cape Verde 365 0.4 960 l,870 94 5 
l. 95 ll -6 -2, 
Central African R l,122 3.3 340 l,070 89 131 
3.15 459 -328 -29, 
Chile 59,072 14.2 4,160 9,520 95 10,067 2.29 
25,614 -15,547 -26, 
China 744,1241200.2 620 2,920 95 83,105 4.71 
434,917 -351, 811 -47, 

Colombia 70,288 36.8 l,910 6, 130 95 6,685 3.21 
23,845 -17,159 -24, 
Co1noros 235 0.5 470 l,320 94 9 
2.81 29 -20 -8, 
Congo l,768 2.6 680 2,050 94 747 
3.01 2,499 -l,752 -99, 
Costa Rica 8,874 3.4 2,610 5,850 95 2,089 
2.24 5,198 -3, 110 -35, 
Czech Republic 39,861 10.3 3,870 9, 770 95 10,221 2.52 
28,620 -18,399 -46, 

Do1ninican Republic ll,388 7.8 l,460 3,870 94 l,927 
2.65 5,673 -3,746 -33, 
Ecuador 15,985 ll. 5 l,390 4,220 94 3,578 3.04 
12,086 -8,508 -53, 
Egypt 45,662 57.8 790 3,820 95 2,226 4.84 
ll,970 -9,744 -21' 
El Salvador 9,016 5.6 l,610 2,610 94 406 
l. 62 731 -325 -4, 
Estonia 4,290 l. 5 2,860 4,220 95 l,081 
l. 48 l, 777 -697 -16, 

Ethiopia 5,640 56.4 100 450 93 144 
4.50 718 -575 -10, 
Fiji l,891 0.8 2,440 5,780 95 450 
2.37 l,184 -735 -39, 
Gambia 352 l. l 320 930 91 15 
2.91 49 -34 -10, 
Ghana 6,669 l7. l 390 l,990 92 432 
5.10 2,446 -2,014 -30, 
Greece 86,205 10.5 8,210 ll, 710 94 6,320 l. 43 
10,042 -3, 722 -4, 

Guate1nala 14,204 10.6 l,340 3,340 95 994 
2.49 2,751 -l,756 -12, 
Honduras 3,540 5.9 600 l,900 95 554 
3.17 l,951 -l,397 -39, 
Hongkong 142,538 6.2 22,990 22,950 95 84, 418 l. 00 
93,798 -9,380 -7, 
Hungary 42,024 10.2 4,120 6, 410 95 9, 115 l. 56 
15,800 -6,684 -16, 
India 315, 996 929.4 340 l,400 94 15,717 4.12 
71,947 -56,231 -18, 



Indonesia 189,434 193.3 980 3,800 95 29,799 3.88 
128,468 -98,668 -52, 
Israel 87,560 5.5 15,920 16,490 94 12,051 1. 04 
13,926 -1,875 -2, 
Ja1naica 3, 775 2.5 1,510 3,540 92 915 
2.34 2,380 -1,464 -39, 
Jordan 6,342 4.2 1,510 4,060 95 265 
2.69 791 -526 -8, 
Kasakstan 22,078 16.6 1,330 3,010 93 921 
2.26 2,312 -1,391 -6, 

Kenya 7,476 26.7 280 1,380 93 581 
4.93 3,183 -2,602 -35, 
Kuwait 29,563 1. 7 17, 390 23,790 95 7,194 1. 37 
10,951 -3,757 -13, 
Kyrgystan 3,150 4.5 700 1,800 92 0 
2.57 1 0 o, 
Latvia 5,675 2.5 2, 270 3,370 95 624 
1. 48 1,026 -402 -7' 
Lithuania 7,030 3.7 1,900 4,120 95 1,095 
2.17 2, 641 -1,546 -22, 

l1adagascar 3,151 13. 7 230 640 95 270 
2.78 835 -565 -18, 
l1alawi 1,666 9.8 170 750 91 398 
4. 41 1,950 -1,552 -93, 
l1alaysia 78,189 20.1 3,890 9,020 95 39, 275 2.32 
101,242 -61, 967 -79, 
l1aldi ves 250 0.3 990 3,080 93 16 
3.11 56 -40 -16, 
l1auritius 3, 718 1.1 3,380 13,210 95 1,408 
3.91 6, 116 -4,708 -127, 

l1exico 304, 776 91. 8 3,320 6,400 95 73,494 1. 93 
157,604 -84, 110 -28, 
l1orocco 29,526 26.6 1, 110 3,340 95 3,579 3.01 
11,968 -8,390 -28, 
l1ozambique 1, 296 16.2 80 810 94 95 
10.13 1,068 -973 -75, 
Hepal 4,300 21. 5 200 1,170 95 282 
5.85 1,832 -1,550 -36, 
Nicaragua 1, 672 4.4 380 2,000 95 386 
5.26 2,257 -1, 871 -112, 

Niger 1,980 9.0 220 750 91 235 
3. 41 890 -655 -33, 
Nigeria 28,938 111. 3 260 1,220 91 11,806 4.69 
61,523 -49,717 -172, 
01nan 10,604 2.2 4,820 8,140 95 2,837 
1. 69 5,328 -2,491 -23, 
Pakistan 59,754 129.9 460 2,230 95 3,630 4.85 
19,563 -15,933 -27, 
Pana1na 7,150 2.6 2,750 5,980 94 1,054 
2.17 2,542 -1,488 -21, 



Papua New Guinea 4,988 4.3 1,160 2,420 93 1,735 
2.09 4,030 -2,294 -46, 
Paraguay 8, 112 4.8 1,690 3,650 95 218 
2.16 524 -306 -4' 
Peru 54,978 23.8 2,310 3, 770 95 3,063 
1. 63 5,548 -2,485 -5' 
Philippines 72,030 68.6 1,050 2,850 95 12,794 2. 71 
38,524 -25,730 -36, 
Poland 107,694 38.6 2,790 5,400 95 17, 208 1. 94 
37,093 -19,885 -18 o 

Qatar 7,447 0.6 11,600 17, 690 94 461 
1. 53 784 -323 -4' 
Ro1nania 33,596 22.7 1,480 4,360 95 4,333 2.95 
14,202 -9,869 -29, 
Russian Fed 331, 968 148.2 2,240 4,480 93 26,643 2.00 
59,206 -32,563 -10 o 
Saint Kitts and N 212 0.0 5,170 9,410 91 21 
1. 82 43 -22 -10, 
Senegal 5,100 8.5 600 1,780 93 275 
2.97 908 -633 -12, 

Singapore 80,190 3.0 26,730 22, 770 95 54,755 0.85 
51, 713 +3,042 +4' 
Slovakia 15,930 5.4 2,950 3,610 95 3,508 
1. 22 4,755 -1,247 -8' 
Solo1non I 341 0.4 910 2,190 94 235 
2.41 630 -395 -116 o 
Southern Africa 131,140 41. 5 3,160 5,030 95 13,426 1. 59 
23,719 -10,293 -8, 
Sri Lanka 12,670 18.1 700 3,250 95 1,838 
4.64 9,475 -7,637 -60, 

Surina1ne 361 0.4 880 2,250 94 447 
2.56 1,270 -824 -228, 
Syrian Arab R 15,792 14.1 1,120 5,320 94 2,038 4.75 
10,757 -8,718 -55, 
Thailand 159,468 58.2 2,740 7,540 95 31,120 2.75 
95,088 -63, 968 -40 o 
Togo 1,271 4.1 310 1, 130 94 74 
3.65 302 -227 -18, 
Trinidad & Tobago 4,901 1. 3 3, 770 8,610 95 1,355 
2.28 3,432 -2, 077 -42, 

Tunisia 16,380 9.0 1,820 5,000 95 4,473 2.75 
13,667 -9,194 -56, 
Turkey 169,858 61.1 2,780 5,580 95 13, 361 2.01 
29,839 -16,478 -10 o 
Uganda 4,608 19.2 240 1,470 92 128 
6.13 871 -743 -16, 
Ukraine 84,108 51. 6 1,630 2,400 93 1,373 
1. 47 2,243 -870 -lo 
U Arab E1nirates 43,500 2.5 17,400 16,470 93 752 
0.95 794 -42 o, 



United R Tan zania 3, 552 29 . 6 
5 .33 1 , 311 - 1,0 90 -3 l' t 
Ur uguay 16, 544 3 . 2 
1. 28 89 3 - 265 - 2't 
Uzbek i stan 22 , 116 22. 8 
2 .44 1, 048 - 66 1 - 3't 
Vanuatu 203 0 . 2 
1. 91 28 -1 5 - 7't 
Venezue l a 65 , 534 21. 7 
34, 535 - 22 , 672 - 35 't 

Zambia 3, 600 9 . 0 
2 . 33 994 - 610 -l 7't 
Zimbabwe 5, 940 11. 0 
3 . 76 4, 404 - 3,350 - 56 't 

NON- OECD 
SUMMARY 
Subtotal 4,993,765 4236 . 6 
1, 89 0, 124 - 1,1 83 , 474 -24 i 
Average (ar i thmet i c ) 
2 . 88 - 33 't 

120 640 

5,1 70 6, 630 

970 2, 370 

1, 200 2, 290 

3, 020 7, 900 

400 930 

540 2, 030 

Average (weighted by exports to OECD) 
2 . 41 -30 't 
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OECD countries (N =22) 

Fai r 
Count ry GNP Popul GNP/cap i ta 
Value o f UNEQUAL EXCHANGE 

1995 1995 1995 1995 
Imports GAIN (+) GAIN (+) 

us $ us $ PPP $ 
(2. 4/G )*F J =H- F K=J/A 

millions millions 
$milli ons $millio n s ~; of GNP 

(A) (B) (C) (D) 
(G) (H) (J) (K) 

Australia 338 , 83 2 18 . 1 18, 72 0 18,940 
34 , 438 +19,945 +6 'f; 
Au s tr i a 21 7 , 809 8.1 26,890 21,2 50 
28 , 870 +19, 36 7 +9~; 
Belgium - Luxembg 249 , 571 10 . 1 24, 710 21 ,660 
56 ,10 5 +35,533 +14'f; 
Canada 573,648 29 . 6 19,380 21, 130 
52 ,0 90 +28,433 +5 'f; 

90 22 1 

95 628 

92 386 

94 13 

95 11 , 863 2 . 62 

90 384 

95 1,054 

706 , 650 

Exchange 

I mpor t s from Rate 

NON- OECD Devi at ' n 

US $ D/ C 

yea r mi ll i ons ra t i o 

(E) (F) 

95 14, 493 1. 01 

94 9, 503 0 . 79 

95 20 , 572 0 . 88 

95 23,6 58 1. 09 



Denmark 155 , 428 5 . 2 29 , 890 21 , 230 95 6, 043 0 . 71 
20,4 28 +14, 384 +9°t 

Fi nl a nd 104, 958 5 .1 20 , 580 17, 760 94 5,230 0 . 86 
14 , 596 +9 , 366 +9°t 
France 1, 451 , 919 58 . l 24 , 990 21 , 030 95 51 , 318 0 . 84 
146,6 23 +95 , 305 +7°t 
Germany 2, 253 , 069 81. 9 27 , 510 20 , 070 95 105 , 345 0 . 73 
346, 339 +2 40, 99 4 +l U 
Ice l and 6, 687 0. 3 24 , 950 20, 460 95 200 
0 . 82 58 4 +385 +6°t 
I re l and 52 , 95 6 3 .6 14 , 710 15 , 680 95 5, 536 l. 07 
12 , 417 +6 , 88 1 +13°t 

Italy 1, 087 , 944 57 . 2 19, 020 19, 870 95 49,325 l. 04 
113 , 827 +64 , 50 2 +6°t 
Japan 4, 962 , 928 125 . 2 39 ,6 40 22 , 110 95 158,686 0 . 56 
680 , 08 1 +52 1, 396 +lU 
Korea , Repub li c 435,530 44 . 9 9, 700 11 , 450 95 42,927 l. 18 
87 , 308 +44 , 382 +10°i, 
Nether l dands 372 , 000 15 . 5 24 , 000 19, 950 95 34 , 347 0 . 83 
99 , 316 +64 , 970 +l 7°t 
New Zealand 51, 624 3 . 6 14, 340 16, 36 0 95 2,62 7 
l. 14 5,53 1 +2,904 +6 ":, 

Norway 137 , 500 4 . 4 31, 250 21 , 940 95 4, 161 0 . 70 
14,266 +10 , 105 +7 t 
Portuga l 96, 426 9 . 9 9,740 12,670 95 5,064 
1. 30 9,350 +4,2 85 +4":, 
Spain 532,336 39 . 2 13,580 14,520 95 23, 671 1. 07 
53,095 +29 , 423 +6 t 
Sweden 209 , 000 8 . 8 23 , 750 18,540 94 7 , 442 0 . 78 
22,898 +15 , 456 +7 t 
Switzerland 284,410 7 . 0 40, 63 0 25,860 95 7,365 0 . 64 
27,619 +20,254 +7 t 

United Kingdom 1,093,950 58 . 5 18,700 19,260 95 46,286 1. 03 
107 , 851 +61, 565 +6t 
United States 7,098,438 26 3 .l 26,980 26,980 95 315,889 1. 00 
758 , 133 +442 , 244 +6t 

OECD 
SUMMARY 
Subtotal 21, 766, 963 857 . 4 939,687 
2, 691 , 765 +l , 752,078 +S t 
Average (arithmetic) 
0.91 +St 
Averages (weigh t ed by imports from NON- OECD) 
0 . 89 +S t 
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WORLD SUMMARY ON UNEQUAL EXCHANGE 1995 (N = 119 countries) 

l. World GHP 26,760,727 us $ 1nillions - 26.8 us $ trillions 
2. Gains (OECD) +l,752,078 $ 1nillions - l. 8 $ trillions 
3. Losses (HOH-OECD) -l,183,474 $ 1nillions - l. 2 $ trillions 
4. Statistical Error -568,604 due to 1nissing data for low- and 
1niddle-inco1ne countries 
5. Gains (OECD) as percent: +6.55c of world GHP +Sc of 
GHP of OECD 
6. Losses (HOH-OECD) as percent: -4. 42, of world GHP -24, of 
GHP of HOH-OECD 
7. Statistical Error -2. 12-'.: due to 1nissing data for 
low- and 1niddle -inco1ne countries 

SOURCES 

1. for columns B, C, D (population, GNP per capita, PPP values, list ofOECD countries): 
World Bank. World Development Report 1997, p.214-215 (Table 1), p.248 (Table la), 

p.265 (Table 1) 
2. for columns E, F (year and volume of exports or imports): 

United Nations. International Trade Statistics Yearbook 1995, Vol. 1. For each country, 
Table 3 

("Trade by Principal Countries of Production and la~t Consignment") wa~ used. 
Aggregation: ''NON-OECD" = "World"[from source] - "OECD". 
"OECD" = [from sourcc:]''Northcrn America"+ "EEC"+ "EFTA" + "other Europe"+ 

"Oceania"+ "Japan"+ "Korea, Republic of" 

CALCULATIONS 

col. A= B * C 
col. B, C, D, E: none 
col. F: sec "SOURCES #2" 
col. G =DIC(= d, = exchange rate deviation) 
col. H: two fonnulac--(1) NON-OECD, fair value of exports to 
OECD:( d/0.9)*cxports=( colG/0.9)* col. F 

( 0.9 is the average exchange rate deviation for the block of OECD 
countries, sec above) 

--(2) OECD, fair value of imports from NON
OECD:(2.4/d)*imports=(2.4/G)* col. F 

( 2.4 is the average exchange rate deviation for the block ofNON-OECD 
countries, sec above) 
col. J -- for losses: J= F - H -- for gains: J = H - F 
col K = JI A a~ a percent 

End Table A-1 
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TABLE A-2 -- WORLD TABLE OF UNEQUAL EXCHANGE 1995: 
SORTED BY VOLUJ'vIE 

Country GAIN(+) 
LOSS (-) 

(US $ mi ll ions) 

China 
Indonesia 
Mexico 
Thailand 
Malaysia 
India 
Nigeria 
Russian Federation 
Philippines 
Brazil 

Venezue l a 
Alg e ria 
Poland 
Czech Repub l ic 
Colomb ia 
Turkey 
Pakistan 
Chile 
Southern Af rica (CU) 
Romania 

Egypt 
Bangl ades h 
Hongkong 
Tunisia 
Ang ola 
Syrian Ar ab Republic 
Ecu ado r 
Morocco 
Sri Lanka 
Hungary 

Bulgaria 
Ca mer oon 
Mauritius 
Kuwait 
Dominican Republic 
Gre ece 
Zimbabwe 
Costa Ri ca 

-351, 811 
- 98,668 
-8 4, 110 
- 63 , 968 
- 6 1, 967 
- 56 , 231 
- 49 , 7 17 
- 32,563 
- 25 , 730 
-2 4,095 

- 22 , 672 
- 20,905 
-1 9,885 
- 18,399 
- 17 , 159 
- 16,478 
-1 5,933 
-1 5,547 
-10, 293 

- 9,869 

- 9,744 
- 9,404 
- 9 , 380 
- 9,194 
- 8,9 74 
- 8, 718 
- 8 , 508 
- 8 , 390 
- 7 , 637 
- 6 , 684 

- 6 ,0 77 
- 5,842 
- 4 , 708 
- 3 , 757 
- 3 , 746 
- 3 , 722 
- 3 , 35 0 
- 3 , 110 

case #10 

case #20 

case #30 



Kenya -2,602 
01nan -2,491 case #40 

Peru -2,485 
Papua New Guinea -2,294 
Trinidad and Tobago -2, 077 
Ghana -2,014 
Israel -l,875 
Nicaragua -l,871 
Guate1nala -l,756 
Congo -l,752 
l1alawi -l,552 
Nepal -l,550 case #50 

Lithuania -l,546 
Bolivia -l,528 
Pana1na -l,488 
Ja1naica -l,464 
Honduras -l,397 
Kasakstan -l,391 
Slovakia -l,247 
United R of Tanzania -l,090 
Argentina -l,049 
l1oza1nbique -973 case #60 

Ukraine -870 
Surina1ne -824 
Uganda -743 
Fiji -735 
Estonia -697 
Uzbekistan -661 
Niger -655 
Senegal -633 
Za1nbia -610 
Ethiopia -575 case #70 

l1adagascar -565 
Jordan -526 
Bahrain -505 
Latvia -402 
Solo1non I -395 
Central African R -328 
El Salvador -325 
Qatar -323 
Paraguay -306 
Uruguay -265 case #80 

Benin -233 
Togo -227 
Belize -192 
Burkina Faso -17 l 
Barbados -82 
Baha1nas -44 
United Arab E1nirates -42 
l1aldi ves -40 



Gambia 
Saint Kitts and N 

Comoros 
Vanuatu 
Armenia 
Cape Verde 
Kyrgystan 
Bhutan 

Iceland 
New Zealand 
Portugal 
Ireland 

F i n la nd 
Norway 
Denmark 
Sweden 
Austria 
Australia 
Switzerland 
Canada 
Spa i n 
Be lgium-Luxembour g 

Korea, Repub li c of 
United Kingdom 
Italy 
Netherlands 
France 
Germany 
United States 
Japan 

-3 4 
-22 

- 20 
-1 5 
-10 

-6 
0 
0 

+l,551 
+2,904 
+4 , 285 
+6,881 

+9 ,3 66 
+10 , 105 
+14 ,3 84 
+15,456 
+19,367 
+19,945 
+20,254 
+28,433 
+29 , 423 
+35 , 533 

+44 ,382 
+61 , 565 
+64 , 5 02 
+64 ,9 70 
+95,305 

+240 , 994 
+442,244 
+521, 396 

case #90 

case #100 

case #110 

[Singapore omitted: no loss v is-a-vis OECDJ 
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TABLE A-3 -- WORLD TABLE OF UNEQUAL EXCHANGE 1995: 
SORTED BY PERCENTAGE 

Country 

Suriname 
Angola 
Nigeria 
Mau ritius 

GAIN( + ) 
LOSS( - ) 

( ·e of GNP) 

- 228 °~ 
- 203° ~ 
- 17n 
- 12 n 



Solo1non I 
Nicaragua 
Congo 
l1alawi 
l1alaysia 
l1ozambique 

-116 
-112 

-99 
-93 
-79 
-75 

-68, 
-60, 
-56, 
-56, 

Ca1neroon 
Sri Lanka 
Zi1nbabwe 
Tunisia 
Syrian Arab 
Bulgaria 
Ecuador 
Indonesia 
China 
Algeria 

Republic -55c 
-54, 
-53, 
-52, 
-4 7 c 
-4 7 c 

Czech Republic -46-'.: 
Papua New Guinea -46-'.: 
Trinidad and Tobago -42-'.: 
Thailand 
Honduras 
Fiji 
Ja1naica 
Hepal 
Philippines 
Costa Rica 

Kenya 
v-enezuela 
Belize 
Niger 
Do1ninican Republic 
Bangladesh 
United Rep Tanzania 
Ghana 
Ro1nania 
Central African R 

l1orocco 
l1exico 
Pakistan 
Chile 
Bolivia 
Colo1nbia 
01nan 
Lithuania 
Egypt 
Pana1na 

Poland 
l1adagasc ar 
Togo 
India 
Za1nbia 

-40, 
-39, 
-39, 
-39, 
-36, 
-36, 
-35, 

-35, 
-35, 
-34 
-33 
-33 
-33 
-31 
-30 
-29 
-29 

-28 
-28 
-27 
-26 
-26 
-24 
-23 
-22 
-21 
-21 

-18 
-18 
-18 
-18 
-17 

case #10 

case #20 

case #30 

case #40 

case #50 



Estonia -16 
Uganda -16 
l1aldi ves -16 
Hungary -16 
Kuwait -13 case #60 

Senegal -12 
Guate1nala -12 
Benin -ll 
Bahrain -ll 
Saint Kitts and N -10 
Ethiopia -10 
Russian Federation -10 
Turkey -10 
Gambia -10 
Co1noros -8 case #70 

Jordan -8 
Southern Africa(CU) -8 
Slovakia -8 
v-anuatu -7 
Burkina Faso -7 
Latvia -7 
Hongkong -7 
Kasakstan -6 
Barbados -5 
Peru -5 case #80 

Qatar -4 
Greece -4 
Brazil -4 
Paraguay -4 
El Salvador -4 
Uzbekistan -3 
Israel -2 
Uruguay -2 
Cape v-erde -2 
Baha1nas -l case #90 

Ukraine -l 
Argentina 0 
Ar1nenia 0 
United Arab E1nirates 0 
Bhutan 0 
Kyrgystan 0 

Portugal +4 
Canada +5 
Spain +6 
New Zealand +6 case #100 

United Kingdo1n +6 
Iceland +6 
Australia +6 
Italy +6 



United States +6 
France +7 
Switzerland +7 
Norway +7 
Sweden +7 
Au stri a +9 case #110 

Finland +9% 
Denmark +9°i, 
Korea, Republic of +10--:o 
Japan +11% 
Germany + l 1':: 
I re lan d +13% 
Belgium-Luxembourg +14':: 
Netherlands +17% 

[Singapore omitted: no loss vis-a-vis OECDJ 

[Page 165] 
Journa I of World-Systems Research 

24. SELECTED FINDINGS FOR THE YEAR 1995 

(a) The average exchange rate deviation (from PPP= 1.0 = va lue of U.S. dollar) for the 
block of non-OECD countries is d = 2 .4 and for the block of OECD countries d = 0.9 . 

(b) The aggregate gain by OECD countries due to unequal exchange is $1.75 trillion. Th e 
aggregate loss by non-OECD countries is the same a-. the gain by OECD countries. 
However, the table shows only an aggregate loss of $1.18 trillion for all non-OECD 
countries. The discrepancy is due to missin g data for non-OE CD countries. 

(c) In percentage terms the gains and losses arc a-. follows: 6.6% of world GNP is 
transferred from low- and middle-income countries to high-income countries due to 
unequal exchange (unrecorded transfer of va lue) . This is the equivalent of +8% of OECD 
GNP and-24% ofnon-OECD GNP (in the aggregate) or-33% on average of the GNPs of 
individual non-OECD countries. 

(d) The three countries with the highest volume losses arc: China ( -0 .35 trillion or 351 
billion U.S. dollars), Indonesia (-0.1 trillion or 99 billion dollars), and Mexico (-0.08 
trillion or 84 billion dollars). The three countries with the highest vo lume gains arc Japan 
(+0.5 trillion of or 521 billion dollars), United States (+o.4 trillion or 442 billion dollars), 

. . 

and Germany ( +0.24 trillion or 241 billion dollars). 

(c) The three countri es with the highest percentage losses arc Suriname ( -228% in 
relation to GNP), Angola ( -203%), and Nigeria ( - 172%). The three countries with the 
highest percentage gains arc Netherland-. ( + 17% in relation to GNP), Belgium-



Luxembourg ( + 14%), and Jreland ( +13%). 

25. DISCUSSION 

25. l ARE THE NUMBERS VALID'? 

There are several rea-;ons why these calculations may be valid: 
(1) The numbers are ba-;ed on data from reputable sources (United Nations and World 
Bank); 
(2) The numbers are broadly compatible with prior estimates of unequal exchange losses 
and gains -- e.g., Samir Amin estimated for 1966 an aggregat e loss by developing 
countries of22 billion U.S. dollars (1966 value), corresponding to 15% of the GNP of 
developing countries (Amin 1976: 143-144 and Raffer 1987: 93-94) ; 
(3) The numbers are consistent with notions of unequal exchange, unequal development 
and unequal terms of trade a-; discussed in a large body of theoretical literature; 
(4) The numbers give a statistical view of the world which corresponds to the experience 
of the people oflow- and middle-income countries; 
(5) The numbers appear to have some explanatory power with respect to understa nding 
the ma-;sive global polarization of incomes which ha-; been observed and criticized by 
many observers. 

25.2 PRACTICAL VALUE 

These tables may be of practical value for low- and middle-income countri es. The dollar 
losses from unequal exchange can be LL-;ed a-; dollar claims against the world system and 
the high-incom e countries. 

25.3 DO LOW- AND MIDDLE-INCOME COUNTRIES LOVE TO BE 
EXPLOITED'? 

Most existing trade theory argues that countries would not engage in international trade if 
they did not gain from doing so. Furthermore, earlier leftist calls for disengagement from 
the international capitalist trading system were more and more ignored by low- and 
middle-income countries . Even the relati ve isolati on of present-da y Cuba from world 
trade is involuntary. Can it not be concluded that "no trade" is bad and "trade" is good for 
low- and middle-income countries? 
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Without going into a major theoretical argument at the conclusion of this study, I would 
like to offer the following observation, based on the statistical tables above. The amount 
of unequal exchange loss by a country is a function of two variables in the formula, 
namely, exchange rate deviation (d) and volume of trade with high-income countries (X). 
If a country has no trade with OECD, it cannot be exploited by OECD. On the down side, 
this country cannot "make money" by trading with OECD either. If a poor country 
engages in significant trade with the rich countries, it has a chance to "make money" 
(gains from trade). If its currency has a fair value, then this trade is fair and the gains arc 
fair. If its currency does not have fair value, however -- that is, if it has a high exchange 
rate deviation ( d) --then this country experiences gains from trade and exploitation 
through trade at the same time. The situation is comparable to that of a worker vis-a-vis 
an exploitative employer, as captured in the following table of options and outcomes 
(Table 4): 

Table A-4. Options/Outcomes 

option 3 

option 2 

option 1 

OPTIONS OUTCOMES 

worker- poor country -
employer rich country 

good jo b 

bad job, 
underpaid 
overwor ked 

no j ob 

fa ir trade make good mone y, 
happy and satisfied 

unequal exchange , make so me money, 
undervalued have an i ncome at 
unfair trade exploitation ra t es 

no trade make no money, 
starve 

As Table 4 indicates, if the choice is between "no job" and a "badjob", the worker gains 
by taking the bad job. Similarly, if a country has a choice between "no trade" and "unfair 
trade", the country gains by engaging in unfair trade. However, a good job or fair trade 
are immensely preferable to a bad job or unfair trade. In this sense, it is possible to "gain 
from trade" and be "exploited through trade" at the same time. A country may have little 
choice between options 1 and 2 but may want to fight for option 3. 

26. FURTHER METHODOLOGICAL DETAILS CONCERNING THE WORLD 
TABLES 

(a) Exclusion of countries: 



Countries which arc not shown in the tables arc missing due to missing data. For these 
countries either export data or PPP data or both were missing in my sources. 

Luxembourg is lumped together with Belgium because the export /import data were 
given that way in the source. (The GNP-related data are for Belgium.) 

(b) Two calculation model-;: 

There arc two calculation model-;, one for non-OECD countries and one for OECD 
countries. Both use the same formula (sec above) with two slight variations. 
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MODEL 1 for non-OECD countries: 

Herc I measure the export flow from each individual non-OECD country to the block of 
OECD countries. Since the exchange rate deviation for the block of OECD countries is d 
= 0.9 (i.e. deviation from the U.S. dollar), the exchange rate deviation between the 
individual non-OECD country and the block of OECD countries is not d(to OECD) = 
d/1.0 since the d calculated from the source gives the deviation to the U.S. dollar. Inst ead, 
the deviation to the block ofOECD is d(to OECD) = d/0.9. 

MODEL 2 for OECD countries: 

Here I measure the import flow from the block of non-OECD countries to each individual 
OECD country. Since the exchange rate deviation for the block of non-OECD countries 
is d = 2.4 (i.e. deviation from the U.S. dollar), the exchange rate deviation between the 
individual OECD country and the block of non-OECD countries is not d(to non-OECD) 
= 1.0/d since the d calculated from source gives the deviation to the U.S. dollar. Instead, 
the deviation to the block of non-OECD is d(to non-OECD) = 2.4/d. 

(c) Statistical discrepancies and errors: 

There arc three statistical discrepancies and errors of which the reader should be aware: 

(1) The world GNP shown in the table is not exactly the same as the world GNP which 
may be shown elsewhere. This is due to the fact that numerous non-OECD countries arc 
missing in the table, including major oil producers like Saudi Arabia, Iran and Iraq. 
However, I did not correct that in order to keep the numbers in the table consistent with 
each other. (The same applies to world population.) 

(2) The total of exports from non-OECD to OECD shown in the table is not the same as 
the total of imports by OECD from non-OECD . This is a result of a large number of 



missing non-OECD countries. As the data for the OECD countries arc complete, the 
larger of the two totals (namely, total imports by OECD from non-OECD) is the correct 
figure and the total of exports from non-OECD to OECD is understated. 

(3) The total losses shown for non-OECD countries arc not the same as the total gains by 
OECD countries. This is a consequence of missing data for non-OECD countries. As the 
data for OECD countries arc complete, the total gains by OECD countries is the correct 
total for global exploitation due to unequal exchange. The total oflosscs by non-OECD 
countries is understated. However, the losses for individual non-OECD countries shown 
in the table arc correct for each individual country. 
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