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R SRS PIRS ABSTRACT

A study of two industries based on field work carried out
in Kayseri [(Turkeyl. In the carpet and metal industries diverse
forms of production coexist: artisanal production, the putting-
out system, capitalist manufacture, factory production and
various hybrid forms. These forms are examined with special
reference to technologicasl organisation, production rclations
and cspital accumulation., Special emphasis is given to the
analysis of the relationships between the different forms of
production which exist in each industry,

Recent research on urbanisation in the Third World indicates
the significance of differentiation in the non-caspitalist sector
of the urban economy. A fundamental argument i{ this that an
adequate understanding of the employment situation in the urban
areas requires the construction of theoretical frameworks which
take into account the analysis of differentiation with;n the
capitalist sector. An attempt is made to examine indﬁstrial
growth in Turkey*From this perspective,

The duslist approacheé which see the 'informal sector' as
8N autonomous one are criticised on the basis of the assertions
of the BSA Development Group (petty commodity approach). The
data on the carpet énd metal industries indicate the dependence

-

of small scale and labour-intensive industries on capitalist
ot

rn

Factory production, However, the cases of the carpet and metal

industries also show- that this dependence may not decisively
block capital sccumulation within the informal sector, Contrary
to the assumption hald¢b§‘§5§?BSA Development Group approsch,

it is argued that accumulation can take place despite dependence,
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INTRODUCT ION

This study is based on field work carried out in Kayseri
(see Appendix A). When I went to the field for the fFirst time
I had no clear cut research p;oject but only various questions
in mind: what happens to artisanal industries during periods
of raﬁid economic change; what is the impact of gechanisation
on small scale production; does an indigenous capitalist class
réally exist and do the interests of this qlasé collide with
the interests of the big industrial bourgeocisie? Although such
issues were widely discussed in the political and intellectusl
circles in Turkey, Figst hand information was provided by only
a few empirical st;dies (Kiray: 1972). In the mid 1970's however,
a younger generation o# sociologists and economists Eegan to
show an interest in studying Turkey's 'informal sector' and by
the end of the decade considerable knowledge was accumulated
in this field. (Velzen: 1977, Bademli: 1977]). In studying
Kayseri's carpet and metal indusfries I' had a similar purpose
in mind; to record social chénga at the micro level.

Before I went to the field I studied the literature on

such areas as entrepreneurship, small industries and the informal
sector in the Third World (see Ch, 2). Although these did help
me signjFiﬁiantly in formulating questions and buiiding hypoth-
eses, more important questicns'occured to me during the course
of the field work itself. For instance in order to underétand
the mech;nisms of capital accumulation and class Formafion in
Kayseri's industries one had to go beyoﬁd such static and
narrowly defined concepts as small industry, entrepreneurship

or unemployment, The different types and éystems of industrial
produﬁtion which existed in Kayseri were closely intertaineq;

this meant that the various systems of production had to be



studied not only in themselves but also in their relationships

with other forms of productionhand systems of exchange. Thus
it was in the course of the field work itself that I decided
to study a branch of industry as a whole rather than isclating
a certain category e.g. the artisans, or an aspect out of it,
Thié in turn introduced a certain complexity into the
field work itself and into the later phases of this study.
VPrcauction relations and forms in Eoth the ﬁetal and the carpet
industries were extremely diverse. Hence, in these two indus-
tries different Forms of production coexisted; artisanal or
small commodity production, the putting-out sysfem, capitalist
manufacture and factory production, The artisans also differed
among themselves; independeﬁf small commodity producers, dependent
artisans and wage earning outworkers, The industrial capitalists
were also diversej the putting-out manufacturers, the owners of
small workshops, the owners of small and large-scale labour in-
tensive industries and the factory owners. Finally, 1 came
across different types of merchants; the buyers-up, the retailers,
the wholesalers and the import and export merchants.

Thus, my empirical data on Kayseri's metal and carpet
industries led me to study diverse forms of capitalist and non-
capitslist production in industry. As such the scope of this
study 1is nﬁt limited to a study of small scale enterprises and
their relatianshipé with the capitalist mode of production,

On the other hand, neither is it a study of the informal sector:
also included in it are formally registered entérprises with

an organised work force, Thus, neither the petty commodity
production approach which takes as its unit of analysis the petty
commodity sector, nor the informalist approach which studies

the unorganised sector, could provide me with an adequate con-



ceptual and theoretical Framework‘io analyse the multitude of
‘production forms ana relations which exist in the metal and
carpet industries,

For the analysis of capitalist manufacture that 1s, what

I call the labour-intensive level, I had to draw on the works
of early Marxists (Marx: 1976, Lenin: 1874), Current literature
on early capitalist forms' 1s extremely poor iﬁ the case of the
putting-out system, Hence, 1 made significiant use of the con-
cepts developed by the economic historians who studied the early
modern Western European industries [(Chapters 5, S, 6 and 7).

As I pointed out earlier I examine-the.diFFerent forms
of production which exist in the metal and carpet industries
both in themselves and in their relationships with other .forms ‘
of production. In analysing the enterprise itself I look at
such features as social and occupational origins of the entre-
preneurs, the organisation of management, technical orgasnisation,
h the‘employer-employee relationships and relations with the merc-
hants, The analysis of the relationships between different
forms of production focuses on exchange relationships; the
-analysis of the cémmcdity, labour and money markets, I attempt
to relate all these aspects to capital accumulation; which in-
dustries and what type of entrepreneurs can accumulate capital:
what factors block and what factors prompt capital accumulatinn
in the carpet and metal inddétries; what are the implications
of capital'accumulation in these twﬁ inddstr;es in terms of

capitalist development 'in Turkey.



Chapter 2

SMALL SCALE ENTERPRISES : A CRITICAL SUMMARY OF CONCEPTS AND THEORIES

The import of cheap manufactured goods from the developed capitalist
countries had ruinous effects on traditional handicraft industries in many
parts of Asia, Africa and Latin America. The ceapitalist threat to household
and- artisanal industries through cheap imports became world wide in the 19th
Century. In the next Century however, the artisanal industries began to
come_increasingly under the threat ﬁf indigenous capitalist industries,
though the scale and effects of this compstition varied from one region to
another. The decline of small scale industrial production due to the advent
of modern large scale industry had aroused vigorous debate among both
academics and administrators. Some thought that the complete elimination
of the artisanat was not only unavoidable but also desirable whsreas others
thought that something had to be done to prevent the rapid downfall of
traditional industry for the sake of humanitarian ideals such as reducing
misery and poverty.

A plea for the declining artisan came from Mahatma Gandhi who believed
not only that there were humanitarian grounds for defending the impoveri-

shed artisan against the. svils of capitalism but also that a prosperous

artisanat could enhance economic development. Gandhi emphasized the virtues
of traditional technology, self employment and self-sufficient villages
against the esvils of competition and colonialism which in his opinion haﬁ
disastrous effects on tha traditional community's well being. His 'Swadeshi'
involved an economic programme for protecting traditional industry through

such policies as minimising mechanisation, restraining the growth of large

industry, promoting decéntralisation and active support for village handi-

crafts. (Rao:1967, pp.32-35) As Myrdal arguses, Gandhi went so far as to

- o e



condemn not only wage labour but also urban crafts to show his sympathy

for rural industry and villages. (Myrdal:1968) 'Through these policies Gandhi
also aimed at increasing output and employment on the one hand and, reducing
fpouerty and unemployment arising from excessive pressure on land on the other.
(Joshi:1963)

In Gandhi's thinking full-employment and rapid productivity increase
are incompatible objectives. This assumption lead him to give priority in
his thinkiﬁg to'thosé measures which would attack the problem of rural
unemployment. Those who took the opposite view, the one that dominated much
of the intellectual discussion and debate in the 1950s and 1960s, criticised
the Gandhian approach on the grounds that rapid economic qrowth achieved
through capital intensive industrialisation was the only viable solution for
raising the standard of living among the masses. 1In fact the rightness or
wrongness of these policies, one which gives priority to employment and
another which advocates rapid economic growth regaédless'of its human conse-
quences, cannot be evaluated on a priori grounds. If Gandhi was to be
criticised for something this was his miscalculation of the existing possi-
bilities that were really open to policy makers in India at the turn of the
Century. The successful implementation of the basic principles of Swadeshi
required such policies as withdrawal of India from the world economy and
the suppression of capitalist growth in the country; policies which were
very difficult to cérry out, given the nature of class structure and political
relationships which prevailed in India at that time.

Candhism, with its stress on employment as the main development objec-
tive, had little influence on subsequent writers who dealt with the subject.
Even those inspired by his teaching showed minimal interest in developing
rural crafts. Rather, they defended urtan artiéans and small scale capita-
lists, formulating policies to modarnisa-artisanal production and increase

the output of traditional industry. Hence, the significance of Gandhifs



Swadeshi laid primarily in its initiation of a new interest in small scale
industrial production.

This influencé could be felt in the 1950s when the subject was
discussed around the question of ‘'cottage industry!, industries which remain
outside the main orbit of capitalism or those that are isolated from the
national and international market. The Gandhian solution of slowing down
the pace of mechanization was unacceptable for many; thus the problem was
taken as one of integrating traditional industries into the mainstream of
events. (lLewis:1972, Hoselitz:1971, Bottomley:1965) It was suggested that
some resources should be diverted to cottage industry in order to prevent
extremes of poverty; cottage industry could contribute to naticnal produc-
tivity; it could be helpful in promoting decentralisation, minimising
regional disparities, preventing slums and the growth of an uprooted
population concentrated in the towns, creating jobs for women, ipcreasing
incomes and the aggregate demand, reducing transport costs through production
for narrow markets, reducing overhead costs, earning foreign exchange through
exporting articles of craftsmanship, making more efficient use of local rauw
materials, conserving traditional arts and skills, and creating a manpower
base for large scale industries. (Herman:1955, Bottomley:1965, Dhami ja:1975)
These authors also emphas@zed what they called the social aspect of the
cottage industry question; the avoidance of political unrest through ameliora-
tion of poverty and unemployment in the urban areas. That is, income
generated in the cottége industry was assumed to act as a safety valve

against social disruption created by rural unemployment, migration to

touns, and'mechanisation.



A CRITIQUE OF THE COTTAGE INDUSTRY VIEW

This modified version of Gandhism with its dual emphasis on economic
growth and elimination of poverty soon aroused wide criticism. To mention
only one, Spengler argued that the contribution of cottags industry to
output increase is negligible. The author proceeds with the Ricardian
assumption that growth derives only from increases in net product and this
from increases in profits and rents. Since cottage industry creates neither
profits nor .rents it cannot contribute to net product and therefore it
cannot generate economic qrowth. According to Spengler, the survival of
cottage industry depends on Government protection. But this makes it
difficult to know whether these industries are efficient. In other words,

one has to know whether the inputs used by cottags industry have more

efficient al@ernatiue uses. Thus Spengler concludes that Government expendi-
ture which goes to revitilisation of cottage industry is sheer waste of
resources. Instead, he advocates infra-structural investments that will
contribute to national product and increase employment. (Spengler:1956)
Similar views became quite popular among the aid donor organisations
and national administrators in the late 1950s. Cottage industry, it was
argued, was inefficient dus to obsolete techniques, useless or inadequate
skills of its work force, and the ignorance and inaptitude of the traditional
craftsmen in running their enterprises. These ideas marked a big turn in
- the orientation of many policy makers and administrators. As I indicated;
the Gandhian principle of giving priority to social considerations, even
at the expense of halting mechanisation, was firmly rejected. This second
view meant the denial of any efforts to found an economic rationale for
Government support of traditional industry. But they also made a significant

reservation; although the traditional industries themselves werse of no uss,

a select group among the traditional craftsmen could be guided and encouraged

]
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to adapt modern managerial techniques and modern technology to erect new
kinds of small industries.
THE 'KEY FACTOR' IN ECONOMIC GROWTH

Schumpeter attempted to criticise equilibrium theories of economic
progress to show that the ultimate expansion of economic conduct was to
be found in non-economic factors and these were brought into play through
the actions of individuals operating in the market. (Greenfield:& Strickon:
1981,p.468) Therefore he laid great stress on enﬁrepreneurship in his
approach. According to Schumpeter entrepreneurship is a state of mind which
reveals itself in taking business decisions; a particular mentality
esgential to innovation or bringing together and setting to work new combina-
tions which would cause a major leap in the particular branch of industry
and economy. (Schumpeter:1961) In the 1950s NcCleiland and Lerner attempted
to study entreprensurship inl;ome Third World Countries. Their main conclu-
sion is that transition to modernity can only come with the emergence of an
ample supply of select individuals who bslieve that change is possible.
Thus, in their opinion economic development largely depends on activating
these'agents of change'. (Lerner: 1858, McClelland:1964) This messags
had a uery lasting influence on many academics and national administrators
who seemed convinéed that revitalising and modernising small industries
could be effected through educating and training small entreprensurs in

management techniques. Once the entrepreneurial talents in the society

were unleashed, it was ‘assumed that economic growth was to follow immediately.
In so far as the academic side of the argument was concerned, some
sociologists set themselueé the task of identifxing the social context of
entreprensurship. Hagen, who was dissatisfied with the psychological
reductionism in McClelland's analysis, attempted to trace the social context

of the tachievement motive'. He emphasized the role played by socialisation:

—— ——— -— o -
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dramatic changss in personality result from the suppression of previously
prestigious social groups. (Hagen:1961) Kasdan focused his attention on
the agrarian economy to trace those mechanisms involved in the recruitment
of entrepreneurs among peasants: the economy of rural Basque gave rise to a
kind of land tenure and inheritan;e system and this in turn forced younger
sons in each family to seek means of livelihood outside their local village
community. (Kasdan:1964)

Some sociologists, on the other hand, tried to trace factors which
inhibit the easy coming of necessary personality changes, factors that
create resistance to change or block the way for talented individuals.
Often, tradition itself was seen as ths arch enemy of the 'agents‘of change',
the entreprensurs; the traditional society is only capable of upbringing
.unsophisticated minds which canndt grasp the.complexity of modern society,
its life and its institutions. This lack of sophistication and ignorance
was arqued to be ths major barrier to African entrepreneurship. (Morris:1968)
Minkes suggested the immediate removal of traditional institutions and
cultures and Papansk though£ that this could be quickened through Government
intervention. (Minkes:1952 ,‘Papanek:lgﬁd) There wers others houever, who
stressed the positive contributions of tradition in releasing potential
entrepreneurial supplies; nepotism in the recruitment of managers and
administrators, paternalism and benevolent providers, conservatism in family
life which purports solidarity in business administration. (khalaf; Shwayri:
1967) Few others on the other hand, focused exclusively on small scale
entrepreneurs to elucidats on their family wealth, skill backgrounds,
business knowledge and expertise, psersonal contacts with influential people.
(Berna:1958, McCrory:1955, Stepanek & Prien:1950) These authors also
investigated the occupational backgrounds of entrepreneurs; were they

recruited among artisans, psasants, workers, or the high school or the
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university educated? Despite significant differences among its proponents,
the conception of continuous move towards modernity is intrinsic to all
versions of entrep?eneurial theory of development. Since this was taken
for granted, neither the ultimate destiny of development, that is, modernity,
nor the pattern of development were seen as problematical. UWhat rsally
mattered was the pace of growth; how to effect the creation of an ample .
supply of entrépreneurs and how to speed up transition to modernity.- Thus,
thé question became largely one of creating the right atmosphere in which
entrepreneurs could spring really fast. One such cradle, many thought, could
be the small industry.:
DEFINING SMALL INDUSTRY

The particular emphasis that these sociological studies laid on the
entrepreneur as the prime mover of modernisation found wide acceptance among
various international organisations and national administrators that
formulated policies for promoting small industry. But, the latter had to
confront a more difficult question; what types of small industry could
effectively act as the breeding ground for the embryonic entrepreneurs?
Indesd, small industries differed as to size of their work force, their
narticular locations in the market sconomy, their management systems, the
quality and quantity of their output, and their typical systems of labour
utilisation, and production organisation. There was in fact one immediate

answer which was almost universally agreed on; not traditional or cottage

but *modern small industry'. But, where exactly was one to draw the line
between the two? Since modern small industry was ta receive active Govern-
ment support it mattered a lot which industries were to benefit from it
and which were to be excluded.

In the last two decades books, journals,'and special reports on

small industry mushroomed in many Third World Countries. - Those who
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contributed to these publications wers mainly bureaucrats 191organisations
and national administrators. 1 shall refer to this.current as the
‘administrative approach': not only because administrators wsre so numerous
among its proponents but also that the kind of debates and discussions
involved had direct bearing on policy formulation and implementation.

One can distinguish two major variants of the -administrative approach.
On the one hand there were those who define modernity in a limited and
strict way; they excluds almost all small industry except 'modern small

factories'. (Staley & Morse:1965, Davenport:1967, DECD:1967) Those who

can be grouped together in the second variant adopt a more broad definition
as to subsume diverse forms under the general category of modern small
industry. I will first discuss the second variant. (Minkes:1952, Rac:1967,
Herman:1955)

Here howsever it is not possible to ses a common set -of criteria
accepted and used by various authors. On the contrary, different authors
attributed different featurss to what was to be modern small industry.

In principls, the size criteria was rejected almost unanimously but it is
not difficult to notice that many policy oriented reports on small industry
took work force size and size of capital as fundamental yardsticks in
distingquishing bstween enterprises. Some implicitly gejected the dichotomy
of self employsed craftsmen and small enterprises which uss wage labour; the
self employed radio repairer could be seen as a modern industrialist becauss

the kinds of products that he deals with are modern. Due to backwardness
of his techniques and skill the hand loom weaver can be seen as a tradi-
tional craftsman but if his products are exported he should be included
among modern_entrEpreneurs; because at that point he becomes integrated
into the international economy. Dp.the other hand, modernity could equally

derive from contact with modern institutions. Alternatively, what makes
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an industry modern is the kind of inputs it uses, factory produced rauw
materials, machines ie. the sslf employed cobbler using electric sewing
machinss. (Shetfy:1963) It was also indicated that the distinguishing
feature of modern industry is its use of wage labour. In addition to these,
various authors emphasize adaptation or improvement; industries which can

be modernised, at least partially, through measures that vary from

educating the entreprenesur in market affairs to encouraging the enterprise
to use factory produced inputs.

The involvement with definitinns of modernity often reflect the
disputes among administrators who individually or in groups attempt to
influence decision making in their oun ways; as well as the clashes of
interest between various sections of artisans and small industrialists.

Although they tended to see traditional industries as obsolete and
largely non-contributory, the proponenté of this view tried to justify
Government support for modern small industry on the following grounds:
one particular advantage of modern small industry is claimed to be its
labour intensiveness; this is seen as a way of saving capital in countries
where capital is a scarce resource. It is also emphasized that modern
small industry saves foreign exchange ie. export of handicraft products,
import substitution. On the other hand, some put forward its advantags in
increasing aggregate demand. (Herman:l1857) This aspsct was pointed out much
earlier by Aubrey and Lewis; the survival and growth of all kinds of
industry, whether large or small, depends on ths growth of the internal
market but where standardised mass demand has not developed,small industries
can reduce costs of production and thereby gain some competitive advantage.
(Aubrey:1951, Lewis:1972) Some authors following Myrdal, stressed the
useful role played by the Spread effects of small industry; once a certain

technical base develops, the small industry can rapidly build on it and
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diversify. (Myrdal:1968) Backward and forward linkages with large scale
industry was alsoc emphasized: it was regarded as essentialbfor'incréasing

complementarity and promoting industrial diversification.
MODERN SMALL INDUSTRY AS 'MODERN SMALL FACTORY'
otaley and Morse attempted to synthssize these views and assumptions
pointing out their weaknesses and strenéths and attempting to develop a neu
outlook towards small industry. The basic principles of their approach

okthe |
dominate.muchAthinking in international organisations and administrations

at the national level in Third World Countries. (Staley & Morse:1965)
Three concepts occupy a key role in their analysis, accelefated grouwth,
entreprensurship and modernisation. According to the authors the starting
point in designating modern small industry is distinguishing between factories
and non-factories. In terms of the size of the work force, Staley and
Morse saw those as small factories which employ between ten and 99 uworkers.
The fundamental feature which distinguishes small factories however is
twofold; specialisation of tasks on the shop floor and the pressnce of an
owner=-manager who normally does not participate in the productive activity.
According to the authors the artisanal morksﬁop is the typical unit
of production in the traditional society. But this institution which
precludes any division of labour and technologibal change is obsolete, and
therefore it must be replaced by the modern small factory; otherwise its
protection will block moderﬁisation. ARs for the artisan himself, the
prospects may be bright if he can adopt modern production and management
methods. The authors also point out that there is a form which can be seen
as transitional between the artisanal workshop and the small factory; the
dispersed factory or the putting-out system. . Hers, the division of labour
is rudimentary; the central workshop divides work among homeworkers and

artisanal workshops. Moreaver, the putting-out system forms a link between

the traditional and modern poles of the transitional economy. Although it
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facilitates complementarity in industrcy, provides supplementary incomes
for the work force and reduces overhead costs, the putting-out system is
unprogressive, exploitative, and subject to many abuses.

Althoqgh they themselves do not use these terms, Staley and Morse
in fact try to designate capitalist from non-capitalist enterprises. 'In
their conception of modern enterprise, there is no reference to machinery.
If they were to take this dimension into account then neither the putting-
out system nor those small industries which do not employ machines could
have been adequately shown as capitalist (modern) enterprises. Thus, in
their view, the modern enterprise is one which has a capitalist owner and
a small number of wage labourers. This rather narrouw cdnception of the
modern sectorhéharply contrasts with the. views that I summarised earlier;
the latter conceptualised modernity’as inteqration into the market economy.
But for‘Staley and Morse, non-capitalist enterprises have no place in
the modern economy, even those that have links with the capitalist sector.

The authors recommend to policy makers such measures as maximisation
of efficiency, productivity, and economic growth only to neglect some
others such as employment, reduction of poverty or avoidance of social
disruption. Staley and Morse arque that it is misleading to justify
Government support for small industry on the grounds that these industries
are labour intensive; on the ona hand many small factories are capital
intensive and on the other, the relevent criteria in giving priority to
some small industries over others should be a choice of products and
techniques that would guarantee maximum efficiency rathsr than employment
per se. Policies that aim at maximisation of employment may even contradict
the aim of rapid modernisation (Staley & Morse:pp.275-301); this will only
help to make obsolete techniques survive, costs of production high and

consumers buy expensive products. The long term and fundamental objective
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of accelerated growth should not be sacrificed for the sake of short-term

employment considerations.

According to Stalsy and Morss, the modern small factory is not a
transitional form. Far from that, it is indispensible to the modern
econbmy; not when it is protected but only in so far as it can be given
a competitive base. In view of their evidsnce on the U.S. economy, the
authors argue that small factories grow in numbers aﬁd diversify with the
advent of industrialisation. This competitive strength derives from
three major factors. 1In the first place there are Qhat the authors call
the 'locational influences'; the raw material supplies may be too diverse
and dispersed ie. milk, or that markets may bes too small, or that the
transport costs may bes too high. Process influences derive from the nature
of production and technology; simple assemblc;jd;eparable manufacturing pro-
cesses, prompt production in smaller units. Finally, there are market mixing
influences; industries that specialise in differentiated products with
low scale economies or industries serving small total markets. However,
as the authors themselves admit these influences have full strength only
in developed capitalist countries. In other words, the diversification
of small factories presupposes the existence of a wide industrial base
with networks of subcontracting links between various industries, high
effective demand and an already established and diversified product rangs.
None of these features are typical of backward capitalist countries. The
kind of thinking involved here is both tautological and simplistic: once
the transitional economies become modern, they will have a diversified
small industry sector. - 0On the other hand, the authors! view that sub-
contracting relations in industry develop .;inly between small and largs

but predeminantly between capital intensive plants is suggestive in under-

standing the reasons for the scarce development of subcontracting links



betueen large and small industriss in Third World Countries (Watanabe:1971).
However, it should also be pointed out that Sialey and Morse underesti-
mated the extent of different kinds of linkages that exist between capi=-
talist and non-capitalist, madern and traditional enterprises ie backward
and forward linkages.

According to Stalsy and Morse, there are thrée types of Government
approach to small industry; the protective approach, the passive approach
and the developmental approach. The protective one prevents competition
through reserving quotas, markats and excise taxes for small industry.

The passive one amounts to mere negligence, that is, doing nothing for it.
The authors argue that both approaches may have damaging effects on the
'modernising economies!. Theirs is the 'developmental! one; the creation
of economically viable enterprises which would enhance the growth of total
national product.

The major principle in the developmental approach is sslectivity in
promotion; Government assistance should be reserved for the efficient
industries alone. Neverthseless, this assistance should aluays avoid
costly subsidies and aid. At this point, the authors claim that finance
is not the only problem that small industries face, it is not even one of
the important ones. 0On the other hand they argus that it is not a wise
thing to spend any poor country!s scarce resources and capital on small
industry. Instead, thes authors come uﬁ with a 'cheap solution', one which
is implicit in the entreprensurial theory of development.

According to Staley and Morse small 1ndust¥ies should be modernised
through'rationalisation'. The latter implies the development of indivi-
dual initiative and managerial ability; educate the entreprensur and let
him take care of the rest. Thus, Gavernment assistance should include

neither aid nor laying down marketing facilities, but information about
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markets and banks. Although the large firms can have easy access to such
information the small entrepreneurs cannot, and therefore this gap should
be filled by advisory ressarch and training‘for which the Government should
assume major responsibility. Such assistance aside the success of small
industry should depend entirely on its own compstitive strength in the
marke; economye.
SOCIOLOGICAL STUDIES OF DUALISM IN INDUSTRY

Emphasis on economic dualism, whether bstween industry and agricul-
ture or within industry itself, has been a longstanding assumption
elaborated and used by many economists and sociologists. In such app-
roaches there is always a reference to the traditional versus modern
dichotomy. The major shortcoming of dualistic frameworks is their negli-
gence of interdependencies, linkages, and the relations of domination and
subordination that exist between the distinct spheres of the economy.
Here I will summarise two sociological accounts of dualism, both related
to urban industry.

-THE BAZAAR ECONOMY IN MODJOKUTO

Gesrtz's study of the firm and bazaar economies in the Javanese
town of Modjokuto is one classic example of‘the application of modernisa-
tion theory in sociological research with its emphasis on dualism and
traditional versus modern dichotomy. (Geertz:1963) According to Geertz
the bazaar has certain features which make it distinct as a way of life
from the world of modern business firms; the absence of a fixed price system
in selling, bargaining between the customers and the retailers inﬁdecid-
ing on prices; the sellers make little attempt to build stable clienteles;
trading in sasily transportable consumer goods. The bazaar economy is one
of credit links; the wholesalers advance goods to the circuit traders who

normally operate their businesses with someone elset!s capital. Credit
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provides security for the circuit traders and keéps the bazaar economy
going; But, these traders! vision of buéinesé is not one of linear
progression, rather they tend to spread risks and profits and see busi-
ness as one of cycles wherasperiods of prosperity follow bankruptcies

and vice versa. The trade in the bazaar is not with 'advanced products!,
on the contrary, the bazaar tradsrs ﬁrefar buying and selling cheap and
low quality goods.

There are some other important features of the bazaar economy. For
instance, ease of entry leads to overcrowding and excessive competition,
labour is used very intensively and little effort is made to increase
productiﬁity. The bazaar traders lack organisational abilities. In the
bazéar, specialised occupations are rare. Both factors explain the absence
of impersonally defined social and business institutions. The bazaar
economy, the household industry and labour intensive small scale agri-
culture have all these features in common. For instance, the household
industry is labour intensive, loosely organised, non-dynamic, seasonal,
unspecialised, non-professional, riskless and difficult to capitalisé.

Although Geertz sees ‘'organisation'! as the ksy factor in'modernisa-
tion!', he is not clear in stating what he means by these terms. For
in;tance, a retailing shop in Modjokuto is modern for the following
reasons; it has a store, it adapts to revolutions in urban tastes ie.
selling tennis rackets, soccer balls, 'scarves and table cloths deccrated
with pictures of President Sokarno' (Geertz:1963, p.57), it sells shoes
produced by a large company. In other contexts, he mentions other'typical
aspects of modernity; permanent locéticn, a full business day, fixed
prices, aggressive search for customers, 'modern customers', display of

goods in the window, selling expensive products and tasty internal

decoration.
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According to Geertz there are intermediate forms apart from the
purely traditional and modern enterprises. 'Tﬁe putting-out system is one
of them. Here, Geertz arques, contractors in the building industry who
arranée work for several gangs are a representative of the rational.
business organiser moving towards the modern firm economy. Otherwise,
the two economies are separate. Their coexistence is a threat to the
well being of each other. Thus Geertz maintains that although the bazaar
economy provides employment for many people, it hinders- the development
of the firm economy.- The entrepreneurs must launch a struogle against
the bazaar since modernisation requires the effective elimination of
the traditional 'sector.

Geertz however, overloocks so many cases in his own data which
clearly indiﬁate that the modern firms do not operate independently of
the bazaar economy and that they benefit significantly from it. Food,
for which the 'modern businessman' and their employees are customers, 1is
produced by the traditional small cultivators and marketed through the
circuit traders. The bazaar economy in Modjokuto also plays a crucial
role in capital formation; all the three modern enterprises that Geertz
mentions had accumulated wealth in the traditional sector. The small
scale Modjokuto industries must be marketing their wares through pedlars
and bazaar wholesalers. These cases and indeed many others seem to

contradict Geertz who claims that the bazaar is inimical to economic

grouth.

Geertz is also incoherent and often self :contradictory as to the
kind of criteria which he adheres to in distinquishing what is modern
from what is traditional. He indicates profit orientation as a trait
of modern business behaviour. But, his bazaar wholesalers do accumulate
considerabls amounts of capital. According to Geertz, the modern firm

must be investing in capital equipment, labour power and systemized
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production. However, he cannot show these in the case of the 'modern
retailer! who is not doing any of these. Again, Geertz's portrait of the
retailer draws attention to aspects such as using a bookkeepsr, seliing
“factory produced goods, trading in expensive products, and selling goods
to rich customers. Another quern enterprise, the small sugar cans
factory, has almost the reverss features; Using cane produced by the
labour intensive economy of traditional peasants as raw materials, buying
these from the bazaar wholesalers, producing cheap substitutes for the
expensive 'Dutch sugar', and marketing the produce through the bazaar
traders. Although Geertz emphasises specialisation and division of labour
as typical features of firm economy, one can hardly notice these aspects
in so far as-his three examples of 'modernity' are concerned. As to con-
centration in a singls type of activity, another criterion of modsrnity.
for Geertz, it is possible to arque that there is minuts specialisation
among the bazaar traders sach of whom sells only one or few types of
product.

I do not think that Geertz is successful in indentifying the differ-
ences between tﬁe two econqmies; differences in internal decorations of
the shops or the type of window displays used by the traders in the two
different contexts, can at best be described as superficial differences.
I obsepued_on many occésinns that the offices of wholesalers are poorly
decorated and lack window displays. In terms of organigational differ-
ences Geertz also mentions contact with modern organisations as a sign of
modernity. But bazaar dealers such as.pedlars, hawkers and petty traders
in many parts of ths Third World sell products which they buy from
factories.

Instead of studying the relationships bstween the different sectors

of the economy in Modjokuto, Gesrtz attempted to isolate a fesw cases which
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he thought had some touch of modernity. But, his data could have been
used to highlight the interdependencies and tﬁe combined growth dynamics
of the tuo economies. Therefore thc major shortcoming of his analysis
is his overemphasis on dualisms and dichotomies; a view of events and
structures as isolated and unrelated entities. Moreover, Geertz was
unable to develop coherent and consistent criteria for analysing what he
saw as differeﬁt in the two contexts. Other dualistic approaches compare
large scale commercial or industrial enterprises or Government bureau-
cradies with the enterprises of artisans, shopkeepers and petty servicemen.
In such cases it is sasier to magnify the differences. Geertz, on the
other hand compares the shopkeepey with the pedlar, or the largser artisanal
workshop with the smaller ons. His aim is to trace the very seeds of
'modernity! among well-to-do shopkeepers and artisans. But as it emerges
clearly from his own evidence, these modern firms were neither completely
isolated from the bazaar dealers nor very different from them. Geertz
attempted to overshadow the oueruhelming dependencies between the two
economies and their similarities.
THE PEASANT SYSTEM OF PRODUCTION
McGee's analysis of the urban labour force and urban employment in

the Third World is too dualistic in its emphasis. (McGee:1973,.

McGee :1971) . McGee distinguishes not between two economies as Geertz
does but between two systems of production. The first of these is the
'peasant system of production' which McGee idéntifias with family organised
enterprises whose preoccupation 'is not simply profit but the most effec-
tive use of thse labour aof its members'. (Roberts:19783) Hers, unlike

that in the capitalist system of production, the major commitment of the
entrepreneur is the effective utilisation of the family labour supply.

This system is not specific to any particular sector of the economy;
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it can be found in both rural and urban areas and in services and trade as
well as in industry and agriculture. Drawing on Santos's concept of a
lower circuit of the economy, McGee lists some of the basic features of
the peasant system of production; labour intensiveness, scarcity of capital,
irregular hours of work, credits obtained through personal and non-
institutional sources, negotiable prices for the producis,‘ahd no access
to Government aid and protection.

McGee indicates-that actual people may participate in both circuits
of the urban econoﬁy, the lower as well as the upper, at the same time
ies the street hawker might Have a job in a factory. Nevertheless, those
attached to the peasant system of production in the urban areas, the urban
peasants, form a distinct social class. If one sees the work force
attached to the capitalist system of production as tha proletariat, those
in the lower circuit should be seen as the protoproletariat. On the other
hand, McGee states that ‘'urban peasants! are different from 'rural
peasants'!, who are employed in agriculture., UWhat differs here is not the
system of production itéelf but locality is. urban and rural.

- In Hong Kong cities, McGee argues, there is a juxtaposition of the
peasant and capitalist systems of production. But, the protoproletariat
will disappear as the capitalist sysfem extends, In fact, McGee conceives
the relationship bstween the two, which in his opinion are mutually
exclusive systems, as a zero sum relation, O0On the one hand, he argues

that the protoproletariat expands but on the other he maintains that the
capitalist system is the winning side; a contradiction that recurs
throughout his work.

The protoproletariat consists of several distinct groupsi an
industrial reserve army for the organised wage sector, the seascnally

unemployed labour force, and its permanent members. [lcGee also sees a
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difference between those employed in industry and those in services with
regard to their relationship with the capitalist system of production.
Indeed this is an observation which many authors tend to overlook. Thus
large scale factory production accounts for the major portion of industrial
production within the colony (Hong Kong), but tﬁis penestration by the
capitalist system of production has been much less discernable in the
distributive sectors of the city's economy, particularly in retailing.
(McGee:1373 p.305)

McGee's analysis can be criticised on various grounds. In the first
place, he does not recognise the fundamental relationship that exists
between the growth of small scale enterprises and the changes in the
capitalist sector. Secondly, the concept of the peasant system of produc-
tion is much too broad; it subsumes diverse activities and forms of produc-
tion. For instance, McGee even fails to distinguish bstween peasant
production oriented to family needs and peasant production for market.
Thirdly, the concept peasant system of production is itself ambigucus.
There are non—capitalist enterprises which employ non-family labourers
whereas many artisans employ neither family labour nor any hired workers.
That is use of family labour is not one of the primary defining features
of non-capitalist enterprises. Fourthly, McCGee reserves no place in his

discussion for the analysis of the poséibilities of accumulation within

the lower circuit itself. Despite these, his work requires merit for its
clarity and precision in indicating ths kinds of levels and units of
analysis involved in dealing_with different aspects of the employment and
poverty problem; the peasant system of production and the individual
enterprise, the lower circuit of the economy and the wider economy of'
the peasant system of production, the protoprolstariat and social class
analysis. In other words, he recognised clearly that each aof these lévels '

may have certain features which are not immediately deducible from others.
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THE INFORMAL SECTOR

The term 'informal sector! is used by many authors who studied small
scale enterprises in the urban areas of the Third World." As a gsnsric
term it is used to cover or lump together sssentially diverse forms of
economic activity; legal as well as illegal enterprises, pstty traders
as well as petty producers, registered as well as non-registered enter=-
prises. Therefore, one can hardly see any sst of coherent criteria in
designating the boundaries of the so-called informal sector. Tentatively,
it is possible to say that !'informality! as various authors use< the term,
refers to that kind of economic activity which reméins outside the sphere
of large scale and bursaucratically organised enterprises and institu-
tions. . .

The 'informalist approach! originated and became popular in ths 1970s.
First, it marks a shift of emphasis from accelerated growth to the employ-
ment problem. Secondly, the approach is dualistic in its emphasis;
although some recognise the significance of the flow of goods and labour
powver between the informal sector and the other spheres of the economy,
many proponents of this approach have tended to see the sector as an
isolated and autonomous ons. °*Thirdly, many authors saw in the informal
sector a capacity for growth which could result in the alleviation of

unemployment -and poverty in Third World Cities.

In this section, I discuss in detail the original formulation of
the concept by Keith Hart and one of the ILD Country Studies (the so-called

Kenya Report) which is indeed the classic example of this vieu.

INFORMAL INCOME OPPORTUNITIES:KEITH HART
According to Hart formal employment is permanent and regular and

formal opportunity structure exists where labour pouwer is organised and

receives fixed rewards and where work is rationalised. (Hart:1973) But
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in Ghana access to formal opportunity structure is limited; in Accra
the large scale private enterprises and the public sector together can
employ anly half of the existing labour force. This means that the other
half earn incomes in the informal economy which for Hart is mainly non-
formal income yielding opportunities. The distinction between formal and
informal empléyment is based on another distinction, that betwsen wage-
employment and self-employment. Although Hart admits that there is wage
employment within the informal economy ie. apprentices, casual workers,
he nevertheless maintains that the informal economy is one of self-
employment.

Informal activities can be found in all ths major sectors and branches
of the sconomy and some are illegal is. usury, smuggling. According to
Hart, differentiation within the informal economy is important, pspecially
in trade and services; carriers, retailers, middlemsn and wholesalers all
take different positions in the chain of distribution. Thus, there are
differences in income, wealth, status and life styles among the occupants
of the sector. However, Hart does not ses in this any evolutionary trend
towards polarisation, for patronage relations and familial ethnic obliga-
tions act as centripstal forces in effecting an equitable income distribu-
tion. Moreover, he argues that the ejalitarian philosophy of the peoples
which is mediated through kinship and ethnic groups is a major obstacle
to capital accumulation in the informal economy. Negligence of the study
of polarisation in incomes and its implications for capital accumulation

stands as a major weakness in Hart's analysis.

Hart's conception of informal economy pertains to particular roles
and activities rather than households, social classes, or other social
groups.‘“An important consideration is the degres of ;egularity(ona might
say of professionalism) with which the individual is engageé in informal

activities. 0Only in the case of regular involvement can we talk of
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'informal employment! as distinct from casual income flous of an occasional
naturej’(Hart:1973,p.69) At this point Hart cémpares the full time hawker
with the casual usaler. The latter may carn in a matter of a few hours an
amount which the full time hawker earns in several weeks. Here, the measure
of informality is the amount of cash earned through informal opportunities.
Reqularity of involvement can be measured according to time input toag.

Thus the scope of the informal economy is expressed in terms of both ths
total cash flow and the total time input.

According to Hart low wages in ths formal economy leads to duplica-
tion of jobs. The formal sector employees participate in the informal
economy. I think neither of the possibilities are in fact as important
as Hart thought. If half of the urban population is alrsady employed
outside the formal opportunity structure, how many of those in it can
in fact duplicate jobs? The second possibility, involvement of.the wage
and salaried work force in the infnfmal economy, requires more serious
consideration. How likely is it that a full-time wage worker can carry
regular obligation as a strest hawker ie. this requires a sixteen or
even eighteen hour day.A similar objection can be raised in terms of
the cash flow criterion; if the wage worker can sarn an amount equal to
Or even mors tﬁan his wage income which he derives from minimal involve-
ment in the informal economy, what is’ it that keeps him from shifting
his Jjob to an informal ons on a permanent basis? If this was réally SO,

a considerable section of the lowest paid employees in the formal economy
who according to Hart must be earning twice or three times the minimum
wagé, should then be seen not as the lowest paid, but the aristocracy of
labour.

Hart could have pointed to two things to substantiatse his‘argument.

Firstly, that the informal income opportunities provide modest subsidiary
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incomes for a limited section of the wage and salaried workers; but
through minimgl rather than regular participation in the informal economy.
Hart takes the second view, that of regular participation, arquing that
the informal sector (part-time as well as full-time) offers potentially
much higher returns than wage emplaoyment of the kind available to the
urban prolatériat. (Hart:1973,p.73) If so then Hart has to explain why
large sections of the labour force in the informal sector do not replace

their existing jobs with those in the informal economy, since this shift

would bring rises in their living standards. He should also explain why
poverty is so widespread in the.informal sector, a fact which Hart himself
admits bluntly. Recent research in many Third World countries suggssts
that low per capita incomes amono the poor 1leads households to diversify
their sources of income and employment ie. the father works as a low paid
Government employee, the daughter does embroidery work for merchants and
the son works as an apprentice in a small enterprise. For Hart who sau
multiple employmant from the point of view of the individual, this kind
of explanation had little appeal.

It is possible to notice a similar ambiguity in relation to Hart's
anaiysis ofGhanaian class structure. The jobless who sesk refuge in thes
informal economy, the low paid organised wage workers, and possibly thoss
people professionalised in the informal activities form the 'sub-proletariat?
ofGhanaian slums. But it is not clear whether he thinks that the louw paid
organised work force is part of the proletariat or that of ths sﬁb-
proletariat; sometimes he seems to be saying that they belong to either
one of them whereas one also gets the *impression that this category belongs
to both classes at the same time. On the other hand, people like unregis-
tered wholesaling merchants or usurers are also. located within the informal

economy. Does this ﬁean that they ars also the members of the sub-
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proletariat? Such confusions seem to stem from a fundamental inconsis-
tency in Hart's basic theoretical framswork. He attempts to explain fofms
of production in terms of ‘typical! informal roles and activities and

class relations from the point of visuw of the individuals. Thus, his
formulation suffers from a confusion of various levels of analysis; and
indiscriminate use of the same conceptual tools in dealing with essentially -
different questions and problems. As I tried to indicate, multipls
employment can be studied from the point of vieuw of the housshold, and
gimilarly a social class analysis is more fruitful in analysing that section
of Ghanaian labour force which remains outsidé the formal economy.’

Hart takes the informal sector as a unit of analysis only to emphasize
its autonomous growth capacity and'its relationships with other sectors in
the esconomy. Hs argues, "the possibility that the informal economy, with
its emphasis on tertiary activities, may bs developing at a rate faster
than other sectors of the national economy, and thus taking up some of
the slack created by inadequaté rates of growth in the well documented
modern sector, cannot be dismissed on a priori grounds." (Hart:1973,p.89)
On the other hand, he speaks of not only a flow of- labour bstween the formal
and the informal sectors but also a flow of goods. Nevertheless, detailed
accounts of the nature of these linkages is missing in his work.

The significance of Hart's work should be sought in its criticism of

a visw, one which was shared by many economists and sociologists in the

1950s and 1960s, which focused on an image of the informal sector as one

of underemployment and unproductive activities, is. the economy of the

shoe shine boys. He attacked this view on several fronts. The informal
economy meets some of the essential needs of the urban population and it
contributes to the national product. Secondly, unemployment in the in-

formal economy is largely an assumption about productivity levels. That
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is, underemployment implies that the sector had on the whole low r
productivity. Against this Hart argued that the low productivity assump-
tion requires empirical verification and that the low productivity
argument only helps to hide the fact that the people in the informal
economy do work very hard. Thirdly, he suggested that the problem should
be viewed as one of incomes rather than disguised unemployment. The
people who participate in the informal economy do work hard and for most
of their time. The low lsvels of income tell nothing about unemployment,
disguised unemployment or under-employment. Hart's arguments helped to
raise major doubts in the minds of many sociologists and econamists who
questioned the validity and accuracy of these EunCEpts in describing and
analysing poverty.
THE KENYA REPORT

One of the ILO's country studies, the Kenya Report, has had deep
influence on latsr research in the 1970s in administrative and academic
circles. The main emphasis in the Report is a fundamental contradiction
identified as between the aim of rapid economic growth which is based on
excessive reliance on foreign capital, import substitution policies and
capital intensive technology on the one hand and the aim of amelicration
of poverty and the improvement of employment conditions in Kenya on the
other. That is, the growth of Geertz's firm economy, McGee's capitalist
system of production and Staley and Morse's modern industry has resulted
in the eyes of those who prepared the Report, in the deterioration of the
employment structure in Kenya. Pespita the high rate of economic growth,

the size of the work force outside the modern sector has increased in the
country between 1963 and 1970. (IL0:1972)
But, the major significance of the Kenya Report lies-in its identifi-
i/

cation of the employment problem in non-conventional terms; we identify

tho main problem as one of employment rather than unemployment. By this
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we mean that in addition to people who are not earning incomes at all,

there is another group of people whom we call ﬁworking poor“:'(ILD=1972,p.8)
Since unemployment benefits do not exist in Kenya the 'unemﬁloyed' must be
doing some kind of work in order to eke out a living. 1In fact, these
people work hard and even longer hours than the wage workers in largse

scale industries but they cannot earn a reasonable minimum income. Hence,
the primary focus of policy should be shifted from the unemployed to the
working poor; urban unemployment is around 10% but thse working poor
consists of 25% of rural and 48% of the active urban populations in Kenya.
(ILOo: 1972)..

The working poor ars employed in the informal sector. The latter

refers to particular kinds of activities or ways of doing things; ease

/
/

of entry, reliance on indigsnous resources, family ownership of enterprises,
small scale of operation, labour intensive and adapted technology, skills
acquired outside the formal school system and unrequlated and competitive
markets. As I indicated earlier, Hart's main unit of analysis is the
individual who takes part in various kinds of economic activity uwhereas

for the Report this is the informal sector. The sector is examined in

its relation to other sectors of Kenyan economy; the auﬁhurs assess its
development potentials and capabilities. The kind of perspective adopted
in the Report neglects the study of both the typical informal sector

enterprises as well as the social class aspect of the working poor.

According to the Kenya Report the informal sector has a large capa-

city to absorb labour. But, as to ths growth potentials of the sector in

terms of production the Report is ambigquous. Undoubtedly, there are
numercus passages and sections where the authors describe the sector as
dynamic, active and contributory to economic growth and those who comment

on it criticise it for its ungrounded optimism as to the growth capacity
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of the informal sector._(Leys:1975, Moser:1977, Bieman:1976) However,
the Report describes past Government policy in Kenya towards the informal
sector as one of inaction, restriction and even harassment. The authors
arque that if this continues the sector will not be able to develop
successfully. (ILO:1972,p.505) Even if development takes placse, the
growth of the informal sector can only be involutionary; stagnation in
output will lead to the distribution of the slowly growing income among
the rapidly growing population. The difficulty begins at this point
because the Kenya Report gives no information as to the past trends in
productivity changes in the informal sector. 1In fact, there is frequent
reference to the poverty level of incomes and the reader is given the
impression that it was not as successful in expanding its output as it
was in increasing the size of its labour forcé. If this is so, on what
grounds does the Report arrive at its basic conclusion that ths informal
sector gensrates economic growth? Did the sector create any investible
surplus in the past and if it did, how was this used? I think no satis-
factory answers are given to these questions. Thereforse, its basic
proposition that the informal sector is a dynamic one, remains unproved.
The Kenya Report advocated an economic model for Kenya, 'redistribu-
tion from growth!, to substitute the previous import substitution model.
In this, the informal sector is expected to play a key role. The success=
ful implementation of the model also involved, according to the authors
"of the Report, a transfer of surplus from the high income groups to the
working poor in a way as to create funds for labour. intensive investments
in rural and urban areas. The new programme.would aim at the abolition
of poverty in Kenya whilst sustaining economic growtht The Kenya Report
" is criticised for its optimism, neglect of serious consideration of

political and economic power relationships in the country and its under-
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estimation of certain adverse effects of the dominant capitalist mode of
production on informal sector capabiiities. (Lays:lgfs, Moser:1977) UWhat
I have tried to stress however is that the Report itself is alsa sceptical
about the independent growth possibilities of the informal sector. The
authors mention repeatedly that without Government support of some kind,
the sector had 1little change of playing a dynamic role in economic develop-
ment. It is made quite clear in the book that this depends on major and
radical changes in Government policy. This according to Moser is something
which cannot be effected unless the political power of the economically
dominant groups is undermined. It is very difficult for the informal
sector to play a leading role in economic development and to this extent
those who criticised the Report were undoubtedly right. But, as I will
try to show later on, the !'informal sector! does play an important role in
enhancing capital accumulation, not only through a transfer of surplus to
the dominant capital intensivs industry sector but also -through contribut-
ing to capital accumulation in the hands of medium scale entrepreneurs
who mainly emerge out of the ranks of artisans, the ﬁanufacturers who put
out work to outworkers in the ‘'informal'economy, and various types of
merchants and usurers. In other words, the Report was not optimistic as
to the possibilities of enriching the working poor unless of course some-
thing quite dramatic happened. But due to its dichotomic conception of
the urban economy, it could not explaiﬁ the source of this dynamism.

The Kenya Report explicitly rejected the traditional versus modarn
dichotomy as a model for explaining the structure of Kenyan economy;
since both the formal and the informal sectoré are the products of urbanisa-
tion, they should be regarded as modern. Unlike McGee and Geertz, it is
maintained in the Report that the expansion of gha formal sector will

not necessarily lead to the destruction of the informal one. Finally, as
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to the linkages between the two sectars,-the Report lays great stress on
what the informal sector exports to the formai one. However, on ths basis
of some evidence from the'Repurt itself, one canksay that in Kenya the
informal sector's imports are considerable; marketing the products of
large scale enterprises, buying raw materials and equipment from the formal
sector, and repairing and maintaining gqoods produéeﬁ by Kenyan or foreign
firms ie. cars, bicycles, radios. On the other hand, it is argued in ths
Report that‘subcnntrécting relations between the two sectors are largely
absent in the‘Kenyan casé; but since it is seen*as one of the prerequisites
of balanced growth, it is suggested that subcontracting ties need to be
promoted and strengthéned.r

The major weakness of the Report is its con09ptualisatiﬁﬁ of the
informal éector as an undifferentiated and homogenous one. As is often
argued employment conditions, work conditions, incﬁmesfand future pros-
pects for development differ‘significantly among the various people whom
the Report- included among the participants of the informal economy ie.
traders, artisans, ssrvicemen. Moreover there are significant differences
between the occupants of any of these branches of the informal economy as
to the size of their enterprises, the form of labour utilisation ie.
family and wage labour, output, relations with the Government and the
formal private sector and prospects for capital accumulation. Various
- statements in the}Report i£salf seem to support thié argument; Kenyan
firms employing less than five workers énd those emploxing between 5 and
10 workers are losing ground against medium sized firms. (ILO:1972,p.178)
Similarly, the informal boss who sells his products through commission-
ing several dozens of street hawkers cannot be placed on the same footing
as their employees. As the BSA Development GrOUp'Gas abie to shouw the

informal sector consisted of essentially diverss ehployment situations,
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many of which are subordinated to capitalist production.
MARGINALISATION

The marginalist approach originated in Latin America as a response
to growing problems of income distribution and employment in the urban
areas. [Many social scientists from different disciplines have attempted
to study the ways in which large masses of urban population were excluded
from.the benefits of economic growth ie. inadequate housing and education,
low incomes, exclusion from urban services. Hers, I take only one of the
main proponents of a major variant of the marginalisation approach, Quijino,
whose work, unlike those of the majority of marginalists, is directly
related to the study of structural and historical mechanisms which gave
rise to the growth of small scals industrial production in many Third

World countries. (Quijino:1974)

Quijino elucidates on the relationship bstween the segmentation of
the labour force and the mechanisms of capital accumulation in Latin
American countries. His point of departure is ths 'hegemonic level! in
the economy, .that is, the sphsre of capital intensive monopolistic industrises,
The kind éf technology which these enterprises use is not the product of
indigenous labour, knowledge and resources. Capital accumulation and |
economic growth in Latin American countries spring mainly from imported
technology; those who get hold of it can claim absolute control over basic
resources is. credit, raw material suppliss, and control of middle and high -
income markets. Due to this high productivity, the imported technology
also enables the monopolistic enterprises to pay hicher wages and salaries

to their employees but this gives rise to concentration of incomes in this

sector.
According to Quijino although the high technology-monopoly level can

generate some economic growth, the benefits of this growth can spread

neither to other levels of the economy is. the labour intensive-competitive
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sector, nor to the whole population. 0On the one hand, the monopoly level
gains a hegemonic position by producing the méjority of a country's wealth
but on the other hand this takes place at the expense-of other sectors;

in their relations with the hegemonic level they become subordinated and
depressed. IMoreover, the increase in output often takes place at the
expense of a reduction of the demand for labour in the hegemonic level
itself.

In Latin American economies there is also what Quijino calls the
competitive level of textile, shoemaking, metal, food processing industries.
However, due to. economic and political control exercised by the hegemonic
level, these industries lose their autonomy in generating growth and
accumulating capital. The outcome is the revival of semi-manufacturing
and artisanry only as antecedent sectors with little access tu basic
resources and no internal growth dynamics of their own. These industries
in the 'marginal pole of the economy! are excluded from the high and middle
income markets, they operate with backward technologies and they can
generate only very low incomes for their workers. But, this new level is
not a survival of the past; whereas the traditional industries had
collapsed in Latin America during the colonial period, this nesw artisanry
grew in the past few decades as the monopoly level established its hegemony
in these economies. Thus, far from being immune from the events that take
place in the hegemonic level, the very existence of the marginal pocle stems
from it.

One of Quijino's fundamental propositions is the coexistence of
capitalist and non-capitalist forms of production. Unlike the B3A
Development Group, which tended to neglect the analysis, or even the
existence of the competitive level, Quijino came up with a threefold

division of the levels of production in the urban economy; the monopo-
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listic level, the compstitive level and the artisanal level. As I shall
argue in the case of the structure of Turkish‘industry, the competitive
level plays a significant rols aﬁd its axistence has important implications
for capital accumulation among small scale industries.

The second part of Quijino's analysis deals with the effects of
these'chaqges on the labour market. Because of the frequent technological
innovations and the rapid increases in the productivity of labour, the
monopolistic entefprises are forced not only to displace some of their

work force but also to recruit their workers among a small section of

the labour force with appropriate training and cultural backgrounds. The
competitive or the intermediats level which produces goods for the risky
and uncertain low income markets opetate with low profits and are subject
to frequent fluctuations in the market, f;ctors which lead to their
contraction and depression. Therefore these industries cannot pfovide a
viable solution for the employment problem and they cannot absorb the
people who have no access to jobs in the monopoly level. The latter seek
refuge only in the marginal pole of the economy which becomes the focal
point of attraction for manpower.

According to Marx a 'reserve army of labour'! is essential for
capitalism; that section of the work force needed by the industry during
periods pf business expansion and made redundant when business contracts.

(Marx: 1967) Engels in his study of the English working class in the

19th Century, shows that any boom in the economy leads to the absorption
of the majority, if not all of the urban unemployed by the manufacturing
industry. (Engels:1845) But, according to Quijino, even when business
expands, those in the marginal pole héue no chances of finding jobs in

the monopoly sector. 1In other words, their unemployment is not temporary

but permanent since the monopoly level requires very few neucomers and
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provides jobs only for those people with the right qualifications. There-

fore this labour force is largely superfluous for the high technoloqy
capitalist sector. For Marvx, the reserve army had another significant'
role to play, promoting capital accumulation; as the size of the reserve
army grows, the workers compete among themselves for the available jobs
and this helps the capitalists to hold the wage increase demands of those
already in employment and make them uﬁrk‘harder by threatening them with
their jobs. Quijino rejects both possibilities in so far as Latin
American capitalism is concerned. In the first placs, the pace of produc-
tivity increase is set by the new technology independently of its work:
force. Secondly, due to qualitative and quantiéatiue limitations for the
demand far labour in the monopoly level, iha werk force employed in this
sector gains some autonomy and bargaining power. Thus, demands for higher
wages are met within certain limits despite .the existence of a vast
unemployed and marginally employed work force. This leads Quijino to
conclude that the work force.in*the marginal pole remains outside the main
orbit of the economy and always exists as an excluded one, that is, from
the point of view of the monopoly level.

Quijinc sess the labour force in the marginal sectors as a subclass
within the proletariat; the artisanat, traders and petty servicemen whase
activities generate low incomes and low profits curb the possibilitieg of
capital accumulation among the members of these groups. This permanent
and irreversible aspect of Latin American social formations is a malaises
of the monopoly level which reserves all bensfits of groyth to itself

and exploits all other levels in order to acceleratse its own pace of

capital accumulation. But Quijino does not make clsar how this exploita-

tion actually takes place; only in one context he mentions that the

monopoly sector has decisive control over the distribution of financial
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resources and this in his opinion ends up in a transfer of surplus from
the subordinate to the dominant sector.

Roberts points to another vorsion of marginalisation theory, the
findings and arguments of which sharply contradict Quijino's ideas.
(Roberts:1978) A group of sociologists and economists around the Brazilian
Research Institute (CEBRAP) attacked the heart of Quijino's thesis by
trying to disprove the idea that the marginalised labour force is a grou-
ing and unavoidable aspect of Latin American economies. This view emphasises
that capitalist growth is uneven and slow but it does have an internal
dynamic and it is capable of expanding productive forces. Employment in
industry did increase and in many cases it was fastser than that in other
sectors; the service sector did grow fast but the rate of growth was
highest in the social services sector; there is little evidence to support
the argument that large scale industry displaces workers continuously.
(Roberts:1978,p.166)

The CEBRAP view also stressed that the excluded mass is essential for
capitalist development. Small workshops and cutworkers receive contract
work from large scale industry and since these have access to cheap labour
and are able to produce with lower costs, they help ths larger industriss
to lower their costs of production. The inflated services sector is also
a cheap supply of labour from which large scale industry benefits signifi-
cantly; this labour intensive sector takes part in distributing, trans-
porting, maintaining and repairing the products of larger industries.
Hence, capital intensivs industries invest less in circulation and distri-

bution; in this way they can reserve scarce capital for production and

purchase of new technologies. Although their share is not a very big one,

the marginalised mass is & large market for the products of large scale

industry. Thus, in view of such linkages, it is difficult to say that
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marginality is a gtate of exclusion.
THE SUBORDINATION OF PETTY COMMODITY PRODUCTION

The critique of the informalist approach came %rnm a group of
sociologists gathered in the BSA Development Group. Before discussing
the differences between the two approaches, I will comment briefly on
their similarities. The urban poor, the informalists arqued, are neither
strictly unemployed nor idle; although they do work hard, they hardly make
a living. The informalists referred to that section of the urban popula-
tion who had no access to jobs in the large privately owned firms or
Government institutions as the working poor and the sector which provides
employment for them as the informal sector. The BSA Development Group
was also interested in studying the same group and similar activities.
They referred to this group as petty commodityhproducers, or simply as
casual poor. The sphere in which this section of. the population is employed
is that of petty commodity production. Originally, the term petty (small)
commodity production was used to designate small scale industrial and
agricultural enterprises which produced goods for the market without
employing wage workers at all or only in very small numbsers. (Lenin:1977)
Its more recent usage has howsver a broad coverage; petty servicemen,
petty traders, small enterprises in transport, outworkers in industry,
independent or dependent artisans and small capitalists. (Scott:1978,

Moser:1977) Thus, both the informalists and the BSA approach set themselves

the task of studying those masses in the Third World Cities who do not have

stable jobs.

‘The BSA Development Group is particularly interested in studying
forms of labour utilisation, casual.work, job insecurity and the causes
of poverty. In their visw, the informalists produced evidence to describe
the main features of the informal sector but have not gone far in providing-

adequate explanations for the recent explosion.in informal jobs and

activities. ' Nevertheless, the BSA approach took for granted the subject
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matter as laid down by ihe informalists; they did not show any interest
in drawing the boundaries of the patty“commodity sphere in statistical
terms or macro level comparative analysis of petty commodity sectors in
different countries in terms of the sizs of its work force and output.
This rather -uncritical acceptance of.the empirical findings of the informa-
lists on the part of the BSA approach rerlescts an assumption common to
both views and one which both took as their points of desparture; in the
Third world‘the capital intensive large scale industry proved unsuccessful
in creating sufficient jobs. Rapid economic growth in itself is no guarantes
for alleviation of ths employment problem and elimination of poverty. Heﬁce,
not taking into account the‘considerabla differences among the Third UWorld
countries as well as the significant differences between different lines
of production ie. petrochemical industries, textile industry and thaose
betweesn different types of economiq activity, ie. services, trade, industry,
both views arrived at tﬁa conclusion that there is a universal persistence
and expansion of small scale enterprises. |

Lastly, it should be mentioned that both approaches identified only
two major, and indeed not any other sectors in the urban sconomy; the
informal and formal sectors in the case of the informalists and the sphers
of capital intensive industries and petty commodity production in the
casé of the BSA approach. That is, neither have unlike Quijino, shouwn
any interest in the study of intermediate lsvels. Although, the B3A
Group emphasised the existence of a continuum of economic activities and
employment situations in the urban economy, their conception of differentia-
tion did not exceed the boundaries of the petty commodity sphere itself.

The BSA Development Group attempted to develop a Marxist critique
of the informalist approach. The various authors involved rejected

unanimously any notion of a dual economy in the case of contemporary
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Third Uorld economies. As Gerry himself adnits there are major dissimilari-.
ties betwsen the two sectors of the urban economy. (Gerry:1979(a)p.231)
Howsver, £he petty cnmmodity sphere does not exist independently; through
a complex network of e#change relationships ie. backward and forward
linkages, unequal exchange, discriminatory subcontracting and monopolist
practices, it is subordinated to a capitalist mode of production (Gerry:
-}979[33 s, Le Brun & Gerry:1975) This dependence is intsrpreted in
various ways. First there are indirect benefits which accrue to the
capitalist sector.  The petty commodity sphere has a wage subsidizing
role; cheap goods produced by this sector are consumed by the workers in
capitalist firms and because of this ths capitalist sector cén lower its
costs of production. Similarly, the very existénce of large masses of.
people not employed by the capitalist sector .itself, the reserve army of
labour, helps the latter to limit the wage increases in the capitalist
enterprises. Thirdly, the petty commodity sphere provides some family
members, other than thoss ehployed in the capitalist sector, with
additional earnings.

However, capitalist domination of the small commodity sector may
assume more direct forms. First, the petty commodity sphere is exploited
through various exchanges that take place between it and the capitalist mode
of production; these involve a transfer of surplus from the non-capitalist
to the cepitalist enterprises. UWhat is involved here is 'unequal exchange';
goods are sald to the capitalist sector below their values whilst the
small producers buy the products of capitalist industry abave their values.
(Moser:1977,p.51) In the case of buying above value, one can mention the
backward linkages with the large scale industry ie. the non-capitalist

sector buys tools, machines and raw materials. (Middleton:1979, Gerry:1979(a)
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This has two important ramifications in terms of our earlisr discussion of
dualistic approaches; the petty commodity sector is a vast market for the
goods produced by capital intensive large scale industries and the non-
capitalist enterprises, (traditional industry) are !adopting' new technigues
thus becoming an integral part of the *modern economy?.

The exploitation of the non-capitalist sector takes place in produc-
tion too. According to Gaéry the typical example is subcontracting.- In
this case, large firms farm out work to petty commodity producers. It
is argued that subcontracting helps the large industry to cheapen its
costs of production; on the one hand, it can reduce investments in
machinery, when markets contract and on the other it gives the largs
firms the possibility of taking advantage of cheap lhbour reserves in the
petty commodity sphere. (Scott:1978) Since 1372 this type of capitalist
penetration, which can be specifically located in production, may involve
advancing raw materials and tools to the petty commodity producers and
buying their produce in advance, Gerry suggests that these petty producers
should be seen as 'disgquised wage labourers'. (Gerry:1979(b) )

To sum upy, the BSA approach emphasises that petty producers are
subordinated to capitalism, though in various ways and dsgrees, and because

of this it is not possible to speak of dualism in the urban economy. The

relationship between the two sectors is not benign; the petty commodity
sphere is exploited by capitalism and the value transferred from this
sphere to the latter is a principal means of capital accumulation in the
capitalist sector and this effects the subordinate part only adversely.
Anothaf significant feature of the BSA approach is its emphasis on
differentiation in the urban economy. The informalisis conceived of the
informalist sector as undifferentiated and homogenous. (Moser:1977,p.43)

Acéﬁrding to the informalists, labour utilisation in the urban econanmy



took either one of the two main forms,zself-employment or'wage employment.
This dichotomic formﬁlation is criticised by 5Eott who attempted to draw
attention to diverse forms of bmploymanf which inserted themselves between
these two. She found in Lima (Peru) that a large section of ﬁhe labour
force described as self-employed by the censuses and other official
statistics are in fact either dependent artisans or outwnrker; employed

by comme&cial énd industrial firms; Scott depicted a grey area which in
her opinion came increasingly under the control of a capitalist mode of
production; its occupants were not truly self-eﬁployed but they were also
different to the wage labourers of ths formal séctor. Theée dEpend;ntw
artisans may have some autonomy in some régpects but not in others is.
owning implements but working with rauimaterials advanced by merchants,
owning means of p£oduct10n but’na bargaining power in marketing. In
other words, Scott refers to the subArdinated but not truly or fully
proletarianised artisans; they have control inxsoma:aspects of production
but no£ in all. (Sco£t=1§78) Scﬁtt's rejection of dualism in the urban
economy, inspired subsequgﬁt writers who attempted to study in gééat detail

the 'grey area' delineated by her.

Differentiation in urban economy is a thems further developed by
Bromley & Gerry who focused mainly on th; different forms or types of
labour utilisation. Two terms of Eivotal importance in-their analysis
are ‘'casual labour! and 'diéguised wage labour?.

A succinct definition of casual labour is given by Jones in his study
of industry and labour in 19th Century Loﬁdon.

The resulting short-term difference between the minimum andwmaximum

number employed was equivalent to the size of the casual labour force 'in
a given industry. (Jones:1971,.53)
Here, casualness implies seasonality of production’as well as

unpredictability in demand for the products of industries employing casual




workers. Jonss poiats out that casual labour is a point in a continuous
spectrum of degrees of underemployment: as such this form is common to
both small and largs scale industries. Bromley and Gerry use the term in
a much brqadar way so as to lump together essentially diverse forms of
amployment;

« e 8NY way of_making a living which lacks a moderate degree of security
of income and employment. Casual work includes intermittent sale of lapour
pousr (short-term wage work), disguised wage labour, dependent work, true
self-employment and direct wage work. (Bromley & Gerry:1979,p.5)

All other kinds of emplayment that remain outside stable wage work
ie. employment in Government or large scale private industries, are
considered as wage work. Gerry stresses that what has bsen kﬁown as
'self-employment! is a status which can be attributed to a .very tiny
- saction of‘thegwork force. The truly self-employed apart, employment in
the informal sector includes disguised wags workers. In this case t!a
firm or a group of firms reqularly and directly appropriates part of
the product of a person's work without that person legally being an employe
of the firm or group of firms*. (Bromley & Gerry:1979; 5.6) Here, ths
means of production usually belongs to the capitalist firm but the artisang

work in their homes and receive piece wages. In dependsnt work however,

the artisan depends on larger enterprises for credit, the rental of means
of production, raw materials, monopolistic or oligopolistic outlet for

his production. Both the depsndent artisan and the disguised wage labourexy
lack the autonomy which the independent artisan has in marketing and in
production ofganisation. In the case of short term wage work, capitalist
relations are more pronounced; the means of production are capitalised;

the labourers work on the employer!s premises at Spébific times indicated

by a formal or informal contract of employment. Yet, there ars no
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quarantees for continuity of émployment and legal protection of the work
force. |

Gerry contrasts casual work with stable wagé works in the case of
the latter risks are low and loss nfijobs is normally“compensated by
social provisions. Also, incomes are considerably higher among stable
wage worksrs. In this sense, ths qonﬁept, casual work, is specifically
designed for the analysis of poverty. According to the author, Jjob
instability and low income jobs aré on the increase in the Third World
Countries, a trend which he calls destablisation. As I indicated earlier,
the concept of casual work, in this geneéic sense is not very dif}érent
froﬁ Hart's and tHe Kenya Report'!s conceptions of the informal sector.
Unlike the latter howeuef, Gerry, underlines the intérnal differentiation
of the casual work force and the exploitation.of these workers by capitalism.
Similarly, Moser emphasises the divérsity thét exisfs within the t'informal'
sector pointing out the following forms of employmént; wage and salaried
labourers for small scale éperators, self employed owners, unpaid family
labourers, casual workers in wage sed&or employment and quaéi wage-earning
Journeymen, retail distribution agents, and outworkers. (moser:19775
The author however, doss not elaborate on these forms. Middlston, on
Lthe.other hand, argues that a sharp distinction should be made between
the artisans and petty commodity producers. Adopting Lsnin's definition
of artisan, the small scales producer who buys raw materials in the market
and produces goods according to orders from individual customerg, Middleton
compares ;rtisans with. small commodity producers who depend on the market
not only in providing their means of production but also in'marketing
their producs. Middleton's conclusion that artisanry, not the petty
commodity prodﬁctiﬁn, is the most widespread form ofuproduction in Third

World cities remains highly controversial. (Middleton:1979)



What-is common to all thecss works however is their recﬁgnition of a
distinct sphere of petty commodity production.” The neo-Marxists in their
~analysis take the sphere as a whole, indicate its internal differentiation,
and finally attribute somecommon features to what has been disaggrega_i;ed.-
This presupposes a two sector model of the urban economy; the capitalist
mode of production on the one hand and the petty commodity production
sphere on the other. Although Scott begins her analysis with the different
forms of production that she found in her study, she concludes that the
multitude of activities have in common the smallnsss of their scale. (Scott:
1978,p.14) Similquy, Gerry initially identifies three major stratas
within the petty bourgeoisie; the lumpen-capitalists, the truly self-
employed, and the disguised wage labourers. (Gerry:nnd.., p.43) But, he
comments also that all these operate within the sphere of pstty commodity
production. Regardless of its internal differentiation and dependBACB,
the BSA approach typically re-unites the diverse activities and different
types of producers and entreprensurs, as d#} the informalists.

A third major feature of this approach is its emphasis on the broader
social and economic context, ‘underdeveloped! or 'peripheral' capitalism,
in which the petty commodity sphere operates. The peripheral economy is
dependent on foreign capital and its commanding heights are controlled by
it. The industry produces mainly for either the foreign markets or local
high and middle income groups, or both. Because of the smallness of the
market and high capital intensity in industry, the latter can provids

Jobs only for small fractions of the total labour force. Due to similar
constraints, the large scale enterprises invest only in those areas where
the market is sufficiently large and profits are considerably high. However,
since such spheres are limited and since theres is an abundance of thse labour

force which has no access to jobs in the capitalist sector, there remains
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Considerable room for petty commodity production to survive and expand.

The petty commodity sphere is not a surui;al of the past. 0On the
contrary, it is a product of the recent capital intersive industrialisation
in many Third World countries. The kind of skills involved in small scale
production and the tools and raw materials used ére obtained through the
capitalist sector. The petty commodity sphere fills a gap in the market
by producing goods for the consumpéion of low income groups, that section
of the market which is neglected by capital intensive industries. But
thess factors effectively undermine the autonomous growth capacity of
the petty commodity sphere.

Capitalism may take over any stronghold of petty commodity production
in so far as investment in that particular area becomes profitable. To
establish itself in any high profit branch of industry, the capitalist
enterprise wipes out hundreds and even thousands of artisanal workshops.
Thus destructiveness is one of its essential dimensions. However, the
nature of peripheral capitalism is such that it encouragses the proliferation
of petty commodity production in other areas and branches of industry.

To use the terminology which Gerry borrows from Luxemburg, the impact of
capitalist mode of production on petty commodity sphere involves both
dissolution and conservation. (Gerry, 1876, Luxemburg:1568)

The neo-Marxists are unanimous in asserting-that persistence of the
petty commodity sphere 1s an essential feat;fe of underdeveloped capitalism.
The simultaneous growth of the capitalist and petty commodity spheres in
many Third World countries is by no means accidental. One major reason
is that the non-capitalist sphere contributes significantly to capital"
accumulation in the dominant sectors of the economy. Scott provides other
explanations. In the first place, petty commodity production is stlmulgtéd

by the highly skewed income distributions that prevail in many under-

developed countries; the demand for repairs and cheap low quality goods
is particularly high among the pcor, and this demand is met by small
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scale enterprises EUmpeting among themselves in risky and uncertain markets
where profits are extremely low. (5cott:1978,ﬁ.16) Due to faétors such
as absence of trade unions and social provisions and longer hours of work,
labour is relatively cheap in the petty commodity sector. Thersfore large
capitalist firms that subcontract work to smaller ones can effectively
avoid investments in machinery and buildings. Subcontracting in turn has
the sffect of prbliferat;ng petty commodity production. Finally, Scott
argues that the petty commodity producers may continue to work despite .
decreasing returns for their labour in order to provide subsistence incomes,
not available to them in other sectors of. the sconomy. (Scott:1978)

Since the sector lacks autonomous growth capacity, its persistence
is no guarantee for the. transformation of petty commodity producers into
small and large capitalists. According to Gerry this is a negligible
trend; the upward mobility of small producers is decisively blocked by
the monopolistic structure of thse industry. On the other hand, factors such
as ease of entry, overcrowding and competition among small producsers them=-
selves all help to reduce profit margins and savings in the petty commodity
sphere. OScott lists other reasonsj vulnerability in raw material markets, -
little control in price determination, backward technology, inadequate
skills. (Scott:1978) To these Ggrry adds the inability of the small

producers to establish personal contacts with influential people, which

helps one to gain access to credit, so vital for capital formation.

(Gerry:1978,pp.143-149)

According to Gerry, although proletarianisation is the stronger trend,
it too proceeds slowly. He argues that rapid proletarianisation requires
either an enormous increase in the labour absorptive capacity of the

capitalist industry or the emergence of an indigenous capitalist class

out of the ranks of the petty producers. But since large scale industry Qrow o
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on capital intensive lines it cannot promote massive proletarianisation.

On the other hand, it is difficult to expect a rapid growth of indigenous
labour intensive industries in view of ihe various constraints that block
capital accumulation in the petty commodity sphers. Thus, class differen-
tiation is slow in ceveloping; a class of indigenous capitalists and an
industrial proletariat of considerable size are largely absent in the Third
World countries. The result is the marginalisation of large sections of
the labour force which ars fﬁrced to take jobs with minimal security and
low remuneration.

Only a few of the neo-Marxistsshowing interest in studying petty
commodity production attempted to relate their economic vieuws and research
findings to class analysis. In his recent work on small industries Kennedy
stresses the emergent class differences between the employers and employees.
(Kennedy:1979) Gerry also elabora£es on this question. He admits that
the lumpen-capitalists, the small employers within the petty commodity
sphere, are not the same as the disguised wage labourers, who in his
opinion lean more towards the proletariat due to the fact that they receive
piece wages and are denied access to various means of production. But,
Gerry also points out that, let alone ths truly self-empioyed, the disquised
wage labourers too are not fully expropriated and they have some control
over the productive activity itself. Thus, he argues that the three

stratas within the petty commodity sphere have more in common than their

differences; they share similar fates in that their upward mobility is

blocked by the capitalist mode of production; they are part of a wider

system of exploitation and due to this the only reward for their hard
work is survival. These similarities and differences which Gerry identi-

fies within the sector lead him to conclude that the petty producers have

both proletarian and bourgecis features. Following UWright, he maintains



50

that where class locations are contradictory, that is, objectively speaking,
politiral and ideological elements play a more important role in shaping
class identifications. Although he finds it difficult to attribute
definite class locations for the mass of small producers taken as a whole,
he nevertheless holds the view that they are the victims of eiplqitation
and inequality. (Gerry:n.d ’,p.57)

My overall comments on these views will come in the Conclusion
Chapter. However, many of the pcints raised in this discussion will bs
taken up in the subsequent chapters too. The following one, Chapter J,

attempts to compare these approaches against the background of economic

growth, urbanisation and small scale enterprises in Turkey.
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Chapter 3.
ECONOMIC AND INDUSTRIAL CHANGE

IN TURKEY

The aim of this chapter is to provide some background information
about agrarian and industrial change in Turkey in the past three decadss,
and the implications of these changes in terms of capital accumulation

in industry, urban and rural employment problems, and the study of small

scale industrial production.

ECONOMIC GROWTH AND THE WORKFORCE

The grouth of GNP in Turkey was 6.2% per annum on average bstuween

the years 1950 and 1978. It was particularly high for the six years
after 1970 when the same figure reached 7.4%. Due to population grouwth
which varied between 2% and 2.9% in the three decades after the Second
World War, the increase in per capita GNP was much slower than this, on
average 4.3% per annum between 1963 and 1976. (Hale: 1981, pp. 75, 108,
129, 132). In the same period the contribution of industry to output has
increased in relative as well as in absolute terms, from 16% in 1963 to
24% in 1975, and that of services from 46% to 52% in the respective years.
These changes took place against a background of sustained growth in
agriculture. In terms of employment however, agriculture continues to
be the leading sector employing 61% of the work force as late as 1975.
In the same year the share of industry was 13% and that of services, which
includes construction, was equal to one quarter of the total active

population (15-65)(Kepenek: 1977,p.6).

AGRICULTURE

(1) Population and Growth: Agriculture employs the majority of
the country's workforce but its contribution to GNP fell sharply from

37.9% in 1960 to 21.4% in 1977. However, in the same period both the

population employed in agriculture and the agricultural output have
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increased. (FFYDP:n.d., p.166). The sector grew in terms of output at a
rate of 3% per annum on auaraga'between 1960 and 1978; this increase
outstripped the rate of population growth which dropped gradually from

its peak of 2.9% in the 1950's. On the other hand, the share of agriculture

in Turkey's export earnings were never below 50% in the post-war period.
(51S5:1975). . .

(1i) Subsistance Production: On many small and medium farms,
production for market coexists with production oriented to the consumption

needs of the households. 0Only one quarter of the nearly 1.5 million

households which produce cash crops had abandoned their subsistance
cultivation altogether (Urilin Raporlari: n.d.). . On the other hand nearly
two thirds of the families which rely heavily on grain cultivation either
do not sell their produce at all or sell in very small quantities; ths
two and a half million families who own one fifth of the total souwn
aéreage (Varlier: 1978 (a), p.23). Some studies mention a flouw of goods
from this subsistance sector to some sections of the urban labour force.
This indicates the continuity of the links of these people with land and
their families. (Karpat: 1973). WNevertheless, the incorporation of the
vast majority of agricultural production into the market economy as well
as the growth of wage work especially among the small scale grain

cultivators had been particularly rapid in the post World War II years.

(iii) The Diversification of Aqriculturs: The demand from the

international market, the growth of town population and industry's
demand for raw materials resulted in the widening of the crop range in
Turkish agriculture. The area under non-grain cultivation lincreased by
45% between 1950 and 1975 and at the end of this period non grains
constituted 67% of the total agricultural production in value terms
(Varlier: 1978, (a), p.133). These included oil seeds, legumes, fruits

and vegetables, cotton, tobacco, hazelnuts, peanuts, sugar beet, rice,

olives, wool, dairy products, sesames, Pofpie.s,
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One immediate outcome of increased diversification is the commer-

cialisation of agriculturs on an unprecedented scale. This results in

the spread of exchange links of the rural areas not only with the

national but also with the world market. The majority of these crops

ie. cotton, tobacco, sugar beet, are of little use for the producing
households unless exchanged fcr cash. Including grain, some two thirds

of the total output in agriculture is marketed; one half of this is either
used by industry or is exported and the other half is for the immediate
consumption needs of the urban and the rural population. (Varlier:1978(a)l3qy
These cash crops are produced by the small scale as well as large capitalist
farmers; the former ars more widespread in tobacco, tea and hazelnuts

and the latter in cotton and grain. It should be noted that nearly three
quarters of the industrial crops' producers are very small farmers.

The shift to non-grain cash crop production brings increased returns
per unit of land eg. tobacco yield is two and a half times higher than
wheat, as well as increased demand for labour eq. the labour time required
for producing one ton of grain is estimated as 101 hours whereas this is
as high as 134 hours for coil seeds and 342 hours for industrial crops.
(Varlier:1978(a)l29). Labour intensity and even distribution of wofk
throughout each year are factors that help to keep nearly 1.5 million
families employed in industrial crop producing sectors.

(iv) Agricultural Production: The growth in agricultural production

is partly due to the extension of the area under cultivation which has

doubled in the last thres decadss. (5ng?€1972,p.135). Although soms
increase in land productivity did take place in almost all major crops,
this was slow; one possible explanation is that large portions of land
recently brought under cultivation had soil of extremel§ poor quality and

because of this the increase in productivity in some regions was

restricted with lower or even declining averages in the

'y
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recently colonised lands. Nevertheless, the impact of mechanisation on
labour productivify in agriculture is easier to assess; in 1973 one half
of the agricultural enterprises used tracto;s; against a much louwer
figure af_only 10% in 19503 exactly three quarters of the sown acreage
was ploughed and sown by tractors in 1975. 0On the other hand, there has
been considerable intensification of land use mainly in the past ten
years; nearly two thirds of agricultural enterprisss used fertilisers
and chemicals whilst 43% of Turkey's sown acreage was fertilised in 1978.
FFYDP:n.d.,p.236). It can be observed that.the major increases in land

productivity began to be felt only in this period.(Varlier: 1978(a) 140].

(v) The Commercialisation of Agriculture: The aqgricultural sector

was able to meet two basic requirements expected of it by policy makers
and planners; providing food for that section of the labour force
employed in agriculture itself and the growing ursan population on the
one hand and the raw material demands of various industries on the other.
Other than a few exceptional years, the import of agricultural goods was
negligible in the past twenty five years. For instance, in 1976
agricultural goods made only 1.5% of Turkey's import bill whereas the
export of agricultural goods accounted for 50% of the‘total exports.
(FFYDP:n.d,p.44) Thus, the sector also played a cruciai role in earning
foreign exchange which is mainly used in importing raw materials and
machinary for industry's needs.

However, agriculture becomes increasingly dependent on manufactured
gbods, whether domestically produced or imported. 1In the first placs,
sffecting significant changes in output can be realised mainly through
improving the techniques of cultivation which in turn necessitates
greater use of tractors, combine harvesters, saw drills, motor pumps,
fertilisers, chemicals, insecticides, better seeds and fuel. That is,

the sector has to buy goods produced, distributed and where necessary,
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repaired by urban industry and services. 0On the one hand, agriculture
emerges as a vast market for the products of industry but on the other,
the sector is becoming increasingly dependent'on imports for some of its
major in~uts. 0Often, the majority of these inputs are met both through
domestic production as well as through imports eg. tractors, fertilisers,
better seeds, chemicals, motor pumps. Impﬁrt dependence is highest in
the cases of combine harvesters and fuel and lowest in repairs but it
should also be noted that despite its rapid expansion domestic production
of fertilisers could not keep up with the much faster rising demand thus
making fertilisers among ons of Turkey'!s major import items. In fact
these recent changes in the techniques of cultivation led to the decline
of some traditional rural craftsmen such as horse-shoe makers, masons, black-
smiths, and millers in the rural areas.

Secondly, the increasing monetization in the rural areas creates a
demand for consumption goods produced by town industries. In the village
monograbhs written not more than thirty years ago, what appear as the
villagers! purchases from the shops in the touns are a few items such as
tobacco, kerosene, salt#and sugar. In th; 1970's the situatioﬁ was
markedly different for, such consumer goods extended in range to include ready

made clothes,radios, soap and detergents, margarine, alcoholic and non-
alcoholic drinks, furnifure, tea, gas cookers, kitchen utensils and sven

TV sets and cement and iron for building houses. (Uarliér=1978(b),p.18).

(vi) Capitalist Aqriculture and Tenant Farming: The distribution of .

land among the agricultural households is extremely unequal in many parts
of Turkeygrkeqr{% A,d”quarte; of the families own less than ten decares
of land and taken as a whole this group ouns only two and a half percent
of the arable land whereas nearly 5% of those who own over 200 decares

also own 40% of the sown acreage. (Varlier:1978(a),p.15). Due to regional

differences in productivity and crop types, these figures tell us little

about the nature of large landownership. In arid lands, a hundred decares

may not suffice to support a family's most basic needs, but owning the
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same amount in irrigated industrial crop growing areas can be considered
as indicative of capitalist farming.

The majority of the large holdings, and especially the very large ones, -
are in Eastern and éouth Eastern Anatolia; here land is controlled 'by
either tribal leaders or by the landlords who use large numbers of
landless peasants as share croppers. (Egikgi:lgm,pp.dS-SS). In her
study of Keban villages, Silier found that traditional large scals
landlordism was undergoing rapid decline. From the late 1950's onwards,
large landowners began to settle in towns,selling their holdings to
peasants. This led to the emergence of Kulak type peasants buying land
from the previous ouwners and extending their areas of cultivation. The
breakdown of large ownership was also marked by the increasing commercial-
isation of agriculture in the region. Neanuhiie, the landless peasants
also acquired some land and because of this the numbers of landless
peasants had dropped. (Silier:1976,pp.43-50).

There has been an increase in the amount of land owned by families
owning more than five hundred decares. The main reason for this is the exten-
sion of the area of cultivation made possible by the introduction of tractorsj;
the majority of the lands brought under cultivation in the past four
decades were appropriated by large landowners. (Ezgﬁr=1972).

ﬁlthnugh kulak type peasants and capitalist farms are by no means
rare in grain cultivation, the latter is more typicél of industrial crop
growing. Capitalist farms prndqce_tha majority of output in legumes,
vegetable and fruit growing and industrial crops. Secondly, capitalist
farming is more widespread in the Coastal regions. The surveys carried
out at ° national level do not reveal that concentration of land is
particularly rapid in the Coastal non-grain cultivating areas. Never-

theless, Varlier points out that both the large landowners and the rich
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peasants.made considerable gains in the 1950-70 per;od.-(Uarlier:1978(a)p.25).
ARs I indicated earlier where the prodﬁctivity_of the land is high; those
families owning more than 200 decarss often'use sophisticated equipment,
employ wage workers and accumulate capital; for insténce, those families
owning anything between 100 and .200 decares consist of only 8.5% of the
total number of families on the coasts bdt cun one fifth of the land in
these regions. (Varlier:1978(a)). -

| In the grain producing regions, the growth of tenant farming is of
particular importance. The rich peasants who oun tractors rent land from
the poor peasants; payment is in the form of a fixed proportion of the
produce or the cash income raised from the rented land. This enables

thé rich peasant to make full use of his tractor and extend his area of
cultivation (Kandiyoti:1976,p.209). In this way, some families even
double their area of cultivation while the poor peasants who rent out
their plots take on wage work outside their own village. (Gﬂgbilmez=1972
p.112). Yasa found that the villagers who had no tractors in their own
village hire them from other villages and that tractor owners form
companies in order to plough lands over a fairly wide area. However, land
market is not vigorous in these villages where even permanent wage workers
are reluctant to sell .their small plots and the rich peasants are
unwilling to buy (Yasa:1969,pp.l44-148). This picture contrasts sharply
with that in some Mediterranean villages where high yield crops eq.

cotton, effect rapid increases in the value of land (Hinderink & Kiray:
1970,p.209). Here cash obtained through selling land stimulates the
small holders whilst the capitalist farmers become eager to buy land
since recouping of initial investment cutlay is fairly quick.

It is arqued that mechanisation leads to g decline‘of shars cropping and
an increase in tenant farming. Thus 82% of Fhe lands owned by the small

propietors are rented to larger enterprises. These holdings consist of
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7.3% of the qultivated area in Turkey (Uar;ler:1978(g)p.15). However,
detailed studies are needed to understand the .exact nature of tenant
farming. For example, it is not always mads cleap whether tenants carry
out all the major sub-processes involved eg. ploughing, sowing or only

a few of them so that the parties divide the work among themselves.

(vii) The Poor Peasants and the Rural lLandless: More than two thirds
(70%) of all agricultural enterprises own less than S0 decares of land.
It is also indicated that betwsen 1950 and 1975 the ;creage‘soun by
these families did increase but this was much below the 70% population
increase in that group of families owning less than fifty decares of land.
The result was a decline in average landholding size within this group,
from 25 decares in 1950 to only 19 in 1975 (Varlier:1978(a)pp.12,15,23).
The Village Inventory Studies on the other hand put the numbers of families
owuning less than 25 decares and that of the rurél landless at around
2.5 million. (Bzgnr:1972,pp.27-30).

Almost one half of the families in agriculture practice monoculture
of grain though recent evidence indicates that there are some signs of
diversification in the traditional monoculture areas, €39. growing onions,
potatoes, tomatoes and fruits; Those petty grain producers owning less
than 50 decares each constitute one third of the total number of farmers
in Turkey. The use of fertilisers and chemicals on these small plots is
very limited, the quality of the land they cultivate is relatibely poOOT,
and irrigation is virtually non-existent except for rainfall. If they

do not supplement their incomes from land, it is very doubtful whether

the majority of these small scale farmers can survive at all.

In the case of industrial crops and in vegetable farming those
families owning between twenty an& fifty decares of land cannot be
regarded as poor peasants; productivity and the yields pef unit of land are

considerably higher than in the case of grain cultivation. 1 figured
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that poor peasants who grow industrial crops make up some 6 or 7% of

the total agricultural enterprises in Turkey. . Thus, it is possible to
conclude that four out of every ten families in agriculture, including
those in grain as well as non grain cultivating areas, cannot depend
solel; on agriculture for their existence. Their numbers.can be put
somewhere in the area of l.5 million. On the other hand various sources
put the numbers of landless families at anything between one half of a
million or one million. Taken together, these two groups amount to some

2,5 to 3 million and for this section of the labour force selling labour

power is a sheer necessity.

(viii) The Rural Semi-proletariat: In 1950, nearly 18% of the

population lived in touns with ten thousand inhabitants or more but this
ratio had risen to 45% in 1977. Aaburding to the FFYDP, by the year 1980,
the population will be divided equally between the urban and the rural
areas (FFYDP,p.l?E). The results of the 1970 census shows that 60% of
the town dwellers were born in provinces other than the one in which they
were living. That is, geographical mobility of the population and rural
urban migration had been particularly high after the Second World Uar.
This was a result of various factors; rapid population growth in the
rural areas, mechanisation in agriculture and above all the fragmentation
of the small holdings. Also important in this context is the wide income
and productivity differences between agriculture and industry and the urban
and rural areas; for instance incomes are five times higher in industry
than agriculture. (Kazgan:1973).

But this rapid rural-urbaﬁ migration reflects only one side of the
employment problem in Turkey. Theaunwrof wage dependent families is
far larger than the totality of those employed in urban industry and
services. According to 1975 Census results wage earners consisted of

one third of the-active population in Turkey, or some five million peopls.
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In 1977, the surplus population in agriculture during the harvesting
months (July and August) was ‘estimated to be around 740,000 but this
figure is as high as 3.6 million or-nearly 40% of the active population
in agriculture, in March and April when the agricultural activity slous
doun.&]::tisadi Rapor:1978). 'Regional differences apart, idle months
account for oné half of the year among the agricultural population. No

doubt the rapid mechanisation which took place in recent years had a

significant role in increasing under-employment in agriculture; Supple-
mentary incomes for this surplus population are essential because not

only do they have these idle months but alsoc for anything betwseen one

and two million rural families income from agriculture does not suffice

to meet the basic necessities. The majority of these families with plenty‘

/

of 'free-time! and low yield small plots are the grain cultivating poor
peasants or the rural landless.
The Village Inventory Studies carried out in the mid-1860's put the

figure for the rural landless at around 1-2 million families and
indicate that the vast majority of them are aéricultural workers.[Tlitengil:

J_;975,p.135] . The results of another major survey reveal that more
than ons half of the households included in the sample reported that
agricultural income on its own was not enough to provide their basic

subsistence needs. In more than two thirds of the villages visited,
there were temporary migrants or seasonal migrants or one family out of
every fiQB had at least one member who took on wages work outside the
village. Finally, the authors conclude that including those in foreign
countries there are nearly one million people living away from thqig

homes trying to contribute to family subsistence. (Yurt/et al: s

p.35,52,57). One can expect this number to be much higher in the late 1970's,
Hale summarizes the findings of the major surveySas follows; 'An earlier

survey, conducted in 1963, calculated that 9.1% of families in agriculture
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'did not own land; this proportion increased to 17.5% in 1968 and 22% in
1973' (Hale:1981,p.190).

Some village studies provide more detailed accounts of the employ-
ment situation in the rural areas. In a village in Erzurum where grain
cultivation and animal husbandry are the major agricultural practices,
more thar one third of the familieé are landless and the majority of
them are agricultural labourers (Aksgz:=1954j.Yasa ralculates that tuo
'thiras of the total village income in Hasanoglan, a village near the
capital, Ankara, derives from non-agriﬁultural sources and nearly one
half of the village households have wage or salary employed people in
them (Yasd:1969,p.127). In two villages in the same region, it is
reported that the majority of the labour force became permanent wage
workers in a nearby factory. (qubilmez;19723,p.82). Kiray mentions
that*mechanisation turned the majority of the previous share croppers
into casual labourers for whom jobs in their home village wers extremely
limited. On the other hand, Stirling notes that the seasonal workers
in Sakaltutan (Kirayj1970) increased rapidly in numbers betwsen 1950
and 1971 (Stirling:1972). As early as 1953 Erdentud found that in a
village in Eastern Anatolia only one tenth of the villagé population
were agriculturalists whereas wage work was the main source of liveli-
hood for the rest. (Erdentug)l1953). Another study points out that in
a quarter of Turkey's villages more than half of the labour force take
on wage work and in another quarter of theses villagés one out of every
four households has -at least cn‘e member taking on wage work. (Frey,19 65).

The majority of this rurally based wage earning work force find
Jobs in either foreign countries or in domestic casual trades. Ths
number of Turkish workers in foreign countries is estimated to be soma-

where in ths area of 2 million and the majority of them have families

living in the villages. The recent upsurge in migration to Middle Eastern
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Countries is largely temporary due to the fact that the workers! contracts
are terminated as soon as the Turkish construction firms finish their
projects. Unlike the case of migration to European Countries, these
workars*find'jobs only in the building industry and none take their
wives or children with them.

The second fiuld of employment for the rural lancdless and thn poor
peasants 1s seasonal wage uvork in aqriculture. The work force in the
grain cultivating regions moves in hundreds of thousands to work on ths
capitalist farms in the Coastal Provinces. Thirdly, the building
industry provides jobs for some 650,000 skilled and unskilled workers,
the majority of whom are recruited among the Central Anatolian and the
Black Sea villagers. Fourthly, it is possible to mention the carpet
industry with its almost exclusively female work force of half a million.
Final;y, there are the seasonal tiades; in the cases of railway and road
caoanstruction and forestry works the labour force is organised and
protected but in seasonal trades in rural areas eq. bricket making,
mining, social proviéiuns and job security are largely absent.

It emerges clearly in the light of this evidence that marginalisa-
tion or destabilisation of the work force in Turkey is not a problem
specific to urban areas. Much of the literature which I discussed in
Chapter 2 tended to ignoré the study of that‘section of the labour force
which did not sever its links with the rural population and agricultural
production completely. As I shall elaborate in the subsequent chapters
this rural 1link is a fundamental element in the analysis of the margina-
lised work force in the urban areas.

INDUSTRY

The averaqe annual growth of industrial production (10.5%) between

1963 and 1976 was higher than that in the other two sectors. Despite

the rapid growth of capital intensive industries in this period, employment
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in industry increased at an average rate of 4.3% per year. - On the one
hand, this marks a rapid increase in productivity and on the other a gap
between industry's capacity to enhance output and create employment.
Nevertheless, it cannot be said that industry has none ur very little
labour absorbing capacity, since this growth in industrial employment
derives mainly from the orowth of capital intensive and the medium
gized labour intensive industries. In the same period the relative
share of small industry in terms of employment fell from 52.5% in 1963
to 43% in 1975 whilst the contribution of small -industry to value added
in industry was as low as 10% in the latter year. (Hale:1981,p.201).

In Turkey's first major industrialisation attempt in the 1930's
a fairly wide base of import substituting industriss pé. sugar, textiles,
tobacco, flour mills, cement, was laid through the initiative of the
. State which founded the majority of the large scale enterprises. UWhat
some Turkish economists described as a 'structural change' took place
in the post World War II ysears. The investments ﬁere increasingly
diverted to intermediate and capital goods industries so that by 1975
the consumer goods sector accounted fof 40%2 of the industrial output as
against 68% in 1950. 0On the other 