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Dependency Theory: Wallerstein’s Capitalist World Economy

Immanuel Wallerstein first explained economic development in 1974 using a model of the capitalist
world economy, a global economic system that is based in high-income nations with market economies,
Asa dependency theorist, Wallerstein traced economic inequality among nations to the colonial erg
when Europeans first took advantage of the weaith of the restof'the world. He divided today’s countries
into three types, according to how they fit into the global economy:

1) Core countries — These are the rich nations that fuel the world’s economy by taking raw materials
from around the world and channeling wealth to North America, Europe, Australia, and Japan
through multinational corporations that operate worldwide,

2) Countries of the periphery — Low-income countries were drawn into the world economy by
colonial exploitation, and they continue to support rich ones today by providing inexpensive
labor and a large market for industrial products.

3) Countries of the semiperiphery ~ The remaining countries of the world are somewhere ip

law, since the country’s wealth is squandered or monopolized by the elite.

GROWTH AND DIFFUSION OF INDUSTRIALIZATION

Industry existed in any areas of the world before the late 18% century, but the Industrial Revolution
intensified it greatly. Examples of industrial centers before the Industrial Revolution were silk factories
in China and metal workshops in India. Goods in many other parts of the world were superior to those
produced in Europe, although most of the work was done by hand and power was provided by water



