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[ 74 
The G

reat Transform
ation 

dal privileges w
ere abolished in France only in 1790; in England the 

Statute 
w

as repealed only in 1813-14, the Elizabethan Poor 
Law

 in 1834. N
ot before the last decade ofthe eighteenth century w

as, 
in either country, the establishm

ent of a free labor m
arket even 

cussed; and the idea ofthe self-regulation ofeconom
ic life w

as 
beyond the horizon ofthe age. The m

ercantilist w
as concerned 

the developm
ent of the resources of the country, including fun em

-
ploym

ent, through trade and com
m

erce; the traditional organization 
ofland and labor he took for granted. H

e w
as in this respect as far re-

m
oved from

 m
odern concepts as hew

as in the realm
 ofpolitics, w

here 
his belief in the absolute pow

ers of an enlightened despot w
as tem

-
pered by no intim

ations of dem
ocracy. A

nd just as the transition to a 
dem

ocratic system
 and representative politics involved a com

plete re-
versal 

the trend of the age, the change from
 regulated to self-

regulating m
arkets at the end of the eigllteenth century represented a 

com
plete transform

ation in the structure ofsociety. 
A

 self-regulating m
arket dem

ands nothing less than the institu-
into an econom

ic and a political sphere. 
Such a dichotom

y is, in effect, m
erely the restatem

ent, from
 

ofview
 ofsociety as a w

hole, ofthe existence ofa self-regulating 
keto It m

igllt be argued that the separateness ofthe tw
o spheres 

in every type ofsociety at all tim
es. Such an inference, how

ever, w
ould 

be based on a fallacy. True, no society can exist w
ithout a system

 of 
som

e kind w
hich ensures order in the production and distribution of 

goods. B
ut that does not im

ply the existence ofseparate econom
ic in-

stitutions; norm
ally, the econom

ic order is m
erely a function of the 

social order. N
either under tribal nor under feudal nor under m

ercan-
tile conditions w

as there, as w
e saw

, a separate econom
ic system

 in so-
ciety. N

ineteenth-century society, in w
hich econom

ic activity w
as Iso-

and im
puted to a distinctive econom

ic m
otive, w

as a singular 

could not have functioned unless so-
subordinated to its requirem

ents. A
 m

arket econ-
om

y can exist only in a m
arket society. W

e reached this conclusion on 
general grounds in our analysis of the m

arket pattern. W
e can now

 
specify the reasons for this assertion. A

 m
arket econom

y m
ust com

-
prise all elem

ents ofindustry, including labor, land, and m
oney. (In a 

m
arket econom

y m
oney also is an essential elem

ent ofindustrial life 
and its inclusion in the m

arket m
echanism

 has, as w
e w

ill see, far-

The Self-Regulating M
arket and the Fictitious Com

m
odities 
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reaching institutional consequences.) B
ut labor and land are no other 

than the hum
an beings them

selves ofw
hich every society consists and 

the natural surroundings in w
hich it exists. To include them

 in the 
m

arket m
echanism

 m
eans to subordinate the substance ofsociety it-

self to the law
s ofthe m

arket. 
W

e are now
 in the position to develop in a m

ore concrete form
 the 

institutional nature of a m
arket econom

y, and the perils to society 
W

e w
ill, first. describe the m

ethods bv w
hich the 

m
ents ofindustrial 

effects of such a m
echanism

 on the society 
action. 

It is w
ith the help ofthe com

m
odity concept that the m

echanism
 

ofthe m
arket is geared to the various elem

ents ofindustrial 
C

om
-

m
odities are here em

pirically defined as objects produced for sale on 
the m

arket; m
arkets, again, are em

pirically defined as actual contacts 
betw

een buyers and sellers. A
ccordingly, every elem

ent ofindustry is 
regarded as having been produced for sale, as then and then only w

ill 
it be subject to the supply-and-dem

and m
echanism

 interacting w
ith 

price. In practice this m
eans that there m

ust be m
arkets for every ele-

that in these m
arkets each ofthese elem

ents is orga-
into a supply and a dem

and group; and that each elem
ent has a 

price w
hich interacts w

ith dem
and and supply. These m

arkets-and 
they are 

interconnected and form
 O

ne Big M
arket." 

The crucial point is this: labor, land, and m
oney are 

ele-
m

ents of industry; they also m
ust be organized in 

in 
these m

arkets form
 an absolutely vital part of the econom

ic system
. 

But labor, land, and m
oney are obviously notcom

m
odities; the postu-

late that anythingthat is bought and sold m
ust have been produced for 

sale is em
phatically untrue in 'regard to them

. In other w
ords, ac-

cording to the em
pirical definition ofa com

m
odity they are not com

-
m

odities. Labor is only another nam
e for a hum

an activity w
hich goes 

w
ithlife itself, w

hich in its turn is not produced for sale but for entirely 
different reasons, nor can that activity be detached from

 the rest oflife, 
be stored or m

obilized; land is only another nam
e for nature, w

hich is 
not produced by m

an; actual m
oney, finally, is m

erely a token ofpur-
chasing pow

er w
hich, as a rule, is not produced at all, but com

es into 
in m

aking "the relative 
m

arket values 
* 

... 

texto
From

 Polanyi, The G
reat Transform

ations: The Political and 
Econom

ic O
rigins of O

ur Tim
e (2001)

2018 STREAM READINGS | 1



[ 76] 
The G

reat 
being through the m

echanism
 of banking or state finance. N

one of 
them

 is produced for sale. The com
m

odity description oflabor, land, 
and m

oney is entirely fictitious. 
N

evertheless, it is w
ith the help ofthis fiction that the actual m

ar-
kets for labor, land, and m

oney are organized*; these are being actually 
bought and sold on the m

arket; their dem
and and supply are real m

ag-
nitudes; and any m

easures or policies that w
ould inhibit the form

a-
tion ofsuch m

arkets w
ould ipso facto endanger the self-regulation of 

the system
. The com

m
odity fiction, therefore, supplies a vital orga-

nizing principle in regard to the w
hole ofsociety affecting alm

ost all 
its institutions in the m

ost varied way, nam
ely, the principle according 

to w
hich no arrangem

ent or behavior should be allow
ed to exist that 

m
ight prevent the actual functioning ofthe m

arket m
echanism

 on the 
lines ofthe com

m
odity fiction. 

in regard to labor, land, and m
oney such a postulate cannot 

be upheld. To allow
 the m

arket m
echanism

 to be sole director of the 
and their natural environm

ent indeed, even of 
the am

ount and use ofpurchasing pow
er, w

ould result in the dem
oli-

tion of society. For the alleged com
m

odity "labor pow
er" cannot be 

shoved about, used indiscrim
inately, or even left unused, w

ithout 
affecting also the hum

an individual w
ho happens to be the bearer of 

this peculiar com
m

odity. In disposing 
tem

 w
ould, incidentally, dispose of 

m
oral entity "m

an" attached to that tag. R
obbed of the protective 

covering ofcultural institutions, hum
anbeings w

ould perish from
 the 

effects ofsocial exposure; they w
ould die as the victim

s ofacute social 
dislocation through vice, perversion, crim

e, and starvation. N
ature 

w
ould be reduced to its elem

ents, neighborhoods and landscapes de-
filed, rivers polluted, m

ilitary safety jeopardized, the pow
er to pro-

duce food and raw
 m

aterials destroyed. Finally, the m
arket adm

inis-
tration of purchasing pow

er w
ould periodically liquidate business 

enterprise, for shortages and surfeits of m
oney w

ould prove as disas-
trous to business as floods and droughts in prim

itive society. U
n-

doubtedly, labor, land, and m
oney m

arkets are essential to a m
arket 

econom
y. B

ut no society could stand the effects of such a system
 of 

crude fictions even for the shortest stretch of tim
e unless its hum

an 

* M
arx's assertion ofthe fetish character of the value of com

m
odities refers to the 

exchange value of genuine com
m

odities and has nothing in com
m

on w
ith the ficti-

tious com
m

odities m
entioned in the text. 

Self-Regulating M
arket and the Fictitious Com

m
odities 
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substance as w
ell as its business organization w

as pro-
tected against the ravages ofthis satanic m

ilL 
extrem

e artificiality of m
arket econom

y is rooted in the fact 
that the process of production itself is here organized in the form

 of 
buying and selling. N

o other w
ay of organizing production for the 

m
arket is possible in a com

m
ercial society.* D

uring the late M
iddle 

A
ges industrial production for export w

as organized 
gesses, and carried on under their direct supervision 
tow

n. Later, in the m
ercantile society, production w

as organized 
m

erchants and w
as not restricted any m

ore to the tow
ns; this w

as the 
age of "putting out" w

hen dom
estic industry w

as provided w
ith raw

 
m

aterials by the m
erchant capitalist, w

ho controlled the process of 
production as a purely com

m
ercial enterprise. Itw

as then that indus-
trial production w

as definitely and on a large scale put under the orga-
nizing leadership ofthe m

erchant. H
e knew

 the m
arket, the volum

e as 
w

ell as the quality ofthe dem
and; and he could vouch also for the sup-

plies w
hich, incidentally, consisted m

erely ofw
ool, w

oad, and, som
e-

tim
es, the loom

s or the knitting fram
es used bythe cottage industry. If 

supplies failed it w
as the cottager w

ho w
as w

orst hit, for his em
ploy-

m
ent w

as gone for the tim
e; but no expensive plant w

as involved and 
the m

erchant incurred no serious risk in shouldering the responsibil-
ity for production. For centuries this system

 grew
 in pow

er and scope 
until in a country like England the w

ool industry, the national staple, 
covered large sectors ofthe country w

here production w
as organized 

the clothier. H
e w

ho bought and sold, incidentally, provided for 
production-no separate m

otive w
as required. The creation ofgoods 

reciprocating attitudes of m
utual aid; nor the 

householder for those w
hose needs are left to his care; 

exercise ofhis trade; nor the satisfac-
tion 
to the m

an w
hose profession is buying and selling. U

p to 
eighteenth century, industrial production in W

estern hurope w
as a 

m
ere accessory to com

m
erce. 

As long as the m
achine w

as an inexpensive and unspecific tool 
there w

as no change in this position. The m
ere fact that the cottager 

could produce larger am
ounts than before w

ithin the sam
e tim

e 
m

ight induce him
 to use m

achines to increase earnings, but this fact 

*
C

unningham
, W

., "Econom
ic C

hange:' in Cam
bridge M

odern H
istory, VoL I. 
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An introduction to institutions and 
institutional change 

Institutions are the rules of the gam
e in a society or, m

ore form
ally, are the , 

hum
anly devised constraints that shape hum

an interaction. In conse- 
quence they structure incentives in hum

an exchange, w
hether political, 

social, or econom
ic. Institutional change shapes the w

ay societies evolve 
through tim

e and hence is the key to understanding historical change. 
That institutions affect the perform

ance of econom
ies is hardly contro- 

versial. That the differential perform
ance of econom

ies over tim
e is funda- 

m
entally influenced by the w

ay institutions evolve is also not controver- 
sial. Yet neither current econom

ic theory nor cliom
etric history show

s 
m

any signs of 
appreciating the role of institutions in econom

ic perfor- 
m

ance because there as yet has been no analytical fram
ew

ork to integrate 
institutional analysis into econom

ics and econom
ic history. The objective 

of this book is to provide such an underlying fram
ew

ork. The im
plica- 

tions of the analysis suggest a reexam
ination of m

uch social science the- 
orizing in general and econom

ics in particular, and provide a new
 under- 

standing of historical change. 
In this study I exam

ine the nature of institutions and the consequences 
of 

institutions for econom
ic (or societal) perform

ance (Part I). I then 
outline a theory of institutional change not only to provide a fram

ew
ork 

for econom
ic (and other) history, but also to explain how

 the past influ- 
ences the present and future, the w

ay increm
ental institutional change 

affects the choice set at a m
om

ent of tim
e, and the nature of path depen- 

dence (Part 11). The prim
ary objective of the study is to achieve an under- 

standing of the differential perform
ance of econom

ies through tim
e (Part 

111). 

! 
Institutions reduce uncertainty by providing a structure to everyday life. 
They are a guide to hum

an interaction, so that w
hen w

e w
ish to greet 

! 
3 

Excerpt from
 D

ouglass N
orth, Institutions, Institutional C

hange and Econom
ic Perform

ance 
(C

am
bridge U

niversity Press, 1990)
Institutions 

friends on the street, drive an autom
obile, buy oranges, borrow

 m
oney, 

form
 a business, bury our dead, or w

hatever, we know
 (or can learn 

easily) how
 to perform

 these tasks. W
e w

ould readily observe that institu- 
tions differ if w

e w
ere to try to m

ake the sam
e transactions in a different 

country - Bangladesh for exam
ple. In the jargon of the econom

ist, in- 
stitutions define and lim

it the set of choices of individuals. 
Institutions include any form

 of constraint that hum
an beings devise to 

shape hum
an interaction. A

re institutions form
al or inform

al? They can 
be either, and I am

 interested both in form
al constraints - such as rules 

that hum
an beings devise - and in inform

al constraints - such as conven- 
tions and codes of 

behavior. Institutions m
ay be created, as w

as the 
U

nited States Constitution; or they m
ay sim

ply evolve over tim
e, as does 

the com
m

on law. I am
 interested in both created and evolving institutions, 

although for purposes of analysis we m
ay w

ant to exam
ine them

 sepa- 
rately. M

any other attributes of institutions also w
ill be explored. 

Institutional constraints include both w
hat individuals are prohibited 

from
 doing and, som

etim
es, under w

hat conditions som
e individuals are 

perm
itted to undertake certain activities. As defined here, they therefore 

are the fram
ew

ork w
ithin w

hich hum
an interaction takes place. They are 

perfectly analogous to the rules of the gam
e in a com

petitive team
 sport. 

That is, they consist of form
al w

ritten rules as w
ell as typically unw

ritten 
codes of conduct that underlie and supplem

ent form
al rules, such as not 

deliberately injuring a key player on the opposing team
. A

nd as this 
analogy w

ould im
ply, the rules and inform

al codes are som
etim

es violated 
and punishm

ent is enacted. Therefore, an essential part of the functioning 
of institutions is the costliness of ascertaining violations and the severity 
of punishm

ent. 
Continuing the sports analogy, taken together, the form

al and inform
al 

rules and the type and effectiveness of enforcem
ent shape the w

hole char- 
acter of the gam

e. Som
e team

s are successful as a consequence of (and 
have therefore the reputation for) constantly violating rules and thereby 
intim

idating the opposing team
. W

hether that strategy pays off obviously 
depends on the effectiveness of m

onitoring and the severity of punish- 
m

ent. Som
etim

es codes of conduct - good sportsm
anship - constrain 

players, even though they could get aw
ay w

ith successful violations. 
A

 crucial distinction in this study is m
ade betw

een institutions and 
organizations. Like institutions, organizations provide a structure to 
hum

an interaction. Indeed w
hen we exam

ine the costs that arise as a 
consequence of the institutional fram

ew
ork we see they are a result not 

only of that fram
ew

ork, but also of the organizations that have developed 
in consequence of that fram

ew
ork. Conceptually, w

hat m
ust be clearly 

differentiated are the rules from
 the players. The purpose of the rules is to 

define the way the gam
e is played. But the objective of the team

 w
ithin 

that : 
and c 
the st 
from

 
O

r 
city c 
fam

il 
ciatic 
ing c 
PurP' 
nancc 

tence 
tiona 

tions 
tions 
instit 
instit 
inten 

are a 
Se1 

playe 
D

efir 
them

 
aPPrc 
tions 
differ 
theor 
testa1 
The 
basis 
shall 
are a 
being 
tim

e, 

im
p0 

resea 
In: 
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ow
 m

oney, 
can learn 

hat institu- 
a different 

~om
ist, in- 

;s devise to 
? They can 
ch as rules 
as conven- 
1s w

as the 
ne, as does 
~stitutions, 
[hem

 sepa- 
)red. 
prohibited 
viduals are 
y therefore 
:. They are 
eam

 sport. 
unw

ritten 
'uch as not 
nd as this 
es violated 
unctioning 
he severity 

d inform
al 

/hole char- 
.ce of (and 
nd thereby 
i obviously 
of punish- 
constrain 

ations. 
ltions and 
ructure to 
arise as a 
result not 
developed 
be clearly 

I rules is to 
am

 w
ithin 

An introduction 
that set of rules is to w

in the gam
e - by a com

bination of skills, strategy, 
and coordination; by fair m

eans and som
etim

es by foul m
eans. M

odeling 
the strategies and the skills of the team

 as it develops is a separate process 
from

 m
odeling the creation, evolution, and consequences of the rules. 

O
rganizations include political bodies (political parties, the Senate, a 

city council, a regulatory agency), econom
ic bodies (firm

s, trade unions, 
fam

ily farm
s, cooperatives), social bodies (churches, clubs, athletic asso- 

ciations), and educational bodies (schools, universities, vocational train- 
ing centers). They are groups of individuals bound by som

e com
m

on 
purpose to achieve objectives. M

odeling organizations is analyzing gover- 
nance structures, skills, and how

 learning by doing w
ill determ

ine the 
organization's success over tim

e. Both w
hat organizations com

e into exis- 
tence and how

 they evolve are fundam
entally influenced by the institu- '. 

tional fram
ew

ork. In turn they influence how
 the institutional fram

ew
ork 

evolves. But as noted above, the em
phasis in this study is on the institu- 

tions that are the underlying rules of the gam
e and the focus on organiza- 

tions (and their entrepreneurs) is prim
arily on their role as agents of 

' 

institutional change; therefore the em
phasis is on the interaction betw

een 
, 

institutions and organizations. O
rganizations are created w

ith purposive 
intent in consequence of the opportunity set resulting from

 the existing set 
; 

of constraints (institutional ones as w
ell as the traditional ones of eco- ; 

nom
ic theory) and in the course of attem

pts to accom
plish their objectives 

are a m
ajor agent of institutional change. 

Separating the analysis of the underlying rules from
 the strategy of the 

players is a necessary prerequisite to building a theory of institutions. 
D

efining institutions as the constraints that hum
an beings im

pose on 
them

selves m
akes the definition com

plem
entary to the choice theoretic 

approach of neoclassical econom
ic theory. Building a theory of institu- 

tions on the foundation of individual choices is a step tow
ard reconciling 

differences betw
een econom

ics and the other social sciences. The choice 
theoretic approach is essential because a logically consistent, potentially 
testable set of hypotheses m

ust be built on a theory of hum
an behavior. 

The strength of m
icroeconom

ic theory is that it is constructed on the 
basis of assum

ptions about individual hum
an behavior (even though 1 

shall argue for a change in those assum
ptions in Chapter 3). Institutions 

are a creation of hum
an beings. They evolve and are altered by hum

an 
beings; hence our theory m

ust begin w
ith the individual. At the sam

e 
tim

e, the constraints that institutions im
pose on individual choices are 

pervasive. Integrating individual choices w
ith the constraints institutions 

im
pose on choice sets is a m

ajor step tow
ard unifying social science 

research. 
Institutions affect the perform

ance of the econom
y by their effect on the / 

costs of exchange and production. Together w
ith the technology em

- 
s 

Institutions 
I 1 

ployed, they determ
ine the transaction and transform

ation (production) 
I 

costs that m
ake up total costs. The initial objective of this study (Part I) is 

to explain the existence and nature of institutions to specify the w
ay they 

I 

enter into the cost functions in an econom
y. 

1 

The m
ajor role of institutions in a society is to reduce uncertainty by 

establishing a stable (but not necessarily efficient) structure to hum
an 

interaction. But the stability of institutions in no w
ay gainsays the fact 

that they are changing. From
 conventions, codes of conduct, and norm

s of 
behavior to statute law

, and com
m

on law
, and contracts betw

een indi- 
viduals, institutions are evolving and, therefore, are cobtinually altering 
the choices available to us. The changes at the m

argin m
ay be so slow

 and 
glacial in character that w

e have to stand back as historians to perceive 
them

, although w
e live in a w

orld w
here the rapidity of 

institutional 
change is very apparent. 

Institutional change is a com
plicated process because the changes at the 

m
argin can be a consequence of changes in rules, in inform

al constraints, 
and in kinds and effectiveness of 

enforcem
ent. M

oreover, institutions 
typically change increm

entally rather than in discontinuous fashion. H
ow

 
and w

hy they change increm
entally and w

hy even discontinuous changes 
(such as revolution and conquest) are never com

pletely discontinuous are 
a result of the im

beddedness of inform
al constraints in societies. A

lthough 
form

al rules m
ay change overnight as the result of 

political or judicial 
decisions, inform

al constraints em
bodied in custom

s, traditions, and 
codes of conduct are m

uch m
ore im

pervious to deliberate policies. These 
cultural constraints not only connect the past w

ith the present and future, 
but provide us w

ith a key to explaining the path of historical change. 
The central puzzle of hum

an history is to account for the w
idely diver- 

gent paths of historical change. H
ow

 have societies diverged? W
hat ac- 

counts for their w
idely disparate perform

ance characteristics? A
fter all, 

w
e all descended from

 prim
itive hunting and gathering bands. This diver- 

gence is even m
ore perplexing in term

s of standard neoclassical and inter- 
national trade theory, w

hich im
plies that over tim

e econom
ies, as they 

traded goods, services, and productive factors, w
ould gradually converge. 

A
lthough we do observe som

e convergence am
ong leading industrial 

nations that trade w
ith each other, an overw

helm
ing feature of the last ten 

m
illennia is that w

e have evolved into radically different religious, ethnic, 
cultural, political, and econom

ic societies, and the gap betw
een rich and 

poor nations, betw
een developed and undeveloped nations, is as w

ide 
today as it ever w

as and perhaps a great deal w
ider than ever before. W

hat 

expla 

long- 
evolu 
ubiq~ 
by su 

Lei 
N

ort 
nom

i 
chan; 
tive 1 
persi: 
a resl 
there 

done 
their 
prop4 
w

ide: 
prese 
the q 
sw

er. 
w

hy 
the r - 
polic 
entia 

Th 
betw

 
that 
w

ith 
tunit 
OPPO 
The I 
com

c 
nizat 

hum
; 

Th 
prod. 
tions 

2018 STREAM READINGS | 4



J:..hr12h
~VhS~~·ed-~

I

C,vW
-~\€W

\~~~f2e~
(rIO

t~~)
I
I'

II

I.

C
H
A
PtER

1

Law
,D
evelopm

ent
and

the
R
ole

of
the

W
orld

Bank*

IN
TR
O
D
U
C
TIO

N
O
N
lA
W

A
N
D
D
EV
ELO

PM
EN
T

The
role

of
law

in
econom

ic
developm

ent
has

not
alw
ays

been
readily

recognized.
D
evelopm

ent
w
as
long

seen
as
a
function

of
econom

ics
and

engineering.
M
ore

recently.
social

scientists,
polit-

ical
scientists

and
environm

entalists
have

started
to
play

an
in-

creasingly
im
portant

role
in

w
hat

has
com

e
to

be
called

"sustainable
developm

ent."
Full

recognition
has

yet
to
be

given,
how

ever,
to
the

factthat,
for

developm
ent

to
be

truly
sustained,

it
has

to
be

a
com

prehensive
process

in
w
hich

all
disciplines

and
professions

fully
participate.

Ithas
been

clear
to
m
e
since

I
began

w
orking

on
develop-

m
ent

issues
that

l~w
plays_~key

role
in
the

developrneI!.t..J)r9c~ss.
I
have

tried
to
artlcuiire"ihis··roiein

m
y
w
rliingsifi

a
continuous

effort
to
enhance

aw
areness

of
its
relevance

and
im
portance.

This
has

been
a
constant

concern
through

m
y
w
ork

in
various

devel-
opm

ent
finance

institutions
since

1966
and

explains
m
yassocia-

tion
w
ith

the
efforts

w
hich

led
to

the
establishm

ent
of

the
International

D
evelopm

ent
Law

Institute
(ID
LI)

in
1983

and
m
y

·Based
on

three
lectures

delivered
by

the
author,

the
first

before
the

First
G
lobalRule

ofLaw
Conference

held
in
W
ashington,D

C
on
July

IS,1994,the
second

to
a
m
eeting

ofthe
A
sian

A
ffairsCom

m
ittee

ofthe
A
m
erican

BarA
ssociation

in
N
ew

Y
ork

City
on

Septem
ber

21,1994,and
the

third
in
the

International
D
evelopm

ent
Law

Institute
in
Rom

e
on

D
ecem

ber
13,1996.These

lectures
have

not
been

pub-
lished

as
such.This

Chapter
updates

and
adds

to
Chapter

Three
in
I.Shihata,The

W
orld

Bank
in
a
Changing

W
orld,V

ol.2
(1995).

From
	
  Ibrahim

	
  Shihata,	
  `Law
,	
  D
evelopm

ent	
  and	
  the	
  Role	
  of	
  the	
  W
orld	
  Bank'	
  in	
  

Com
plem

entary	
  Reform
:	
  Essays	
  on	
  Legal,	
  Judicial	
  and	
  O

ther	
  Institutional	
  
Reform

s	
  Supported	
  by	
  the	
  W
orld	
  Bank	
  (K

luw
er	
  Law

,	
  1997).

2018 STREAM READINGS | 5



8
com

plem
entary

Reform

m
echanism

s
w
ill
em
erge

J(rom
ising

quicl<,lucrative
returns

but
ending

in
failures

w
hich

m
ay

affect
the

econom
y
as
a

w
hole.

•
Effect

on
the

transfer
oftechnology

-
The

inflow
of
foreign

direct
investm

ent,
w
hich

norm
ally.introduces

m
ore

m
odern

technology,
w
ill
slow

dow
n.
W
eak

protection
of
intellectual

rights
w
illstifle

invention
and

the
developm

ent
ofnew

ideas.
•
Effect

on
transaction

costs-
Enterprises

w
ill
avoid

com
pet-

itive
bidding

as
a
norm

al
m
ethod

of
procurem

ent,
preferring

to
deal

w
ith

fam
iliar

and
reliable

sources.
They

w
iiiaiso

tend
to
seek

favors
from

public
officials

through
illegal

m
eans.

•
Effect

on
ongoing

legislation
and

regulation
-
W
eak

or
in-

effective
law
s
usually

lead
to
the

enactm
ent

of
further

law
s

and
regulations.

The
over-regulated

econom
y
underm

ines
new

investm
ent,

increases
the

costs
of
existing

ones
and

leads
to
the

spread
of
corruption.

The
m
ultiplication

of
law
s
and

regulations
often

reduces
their

quality
and

the
chances

of
their

enforcem
ent.

The'absence
of
judicial

re-
view

,
or
its
high

cost
and

delays
in
the

adm
inistration

of
justice

add
to
the

negative
im
pact.

•
Effect

on
the

extent
of

crim
inal

offenses
in

the
econom

ic
sphere

_
W
eak,ineffective

or
excessive

law
s
lead

to
tax

eva-
sion,the

spread
ofsm

uggling
ofgoods

and
organized

crim
e.

tV
W
ith

the
realization

of
the

relevance
of
legal

reform
to
eco-

nom
ic

developm
ent,

international
developm

ent
finance

institu-
tions,

in
particular

the
w
~<i.I:3ank,~jg~~t?~singly

<~~_!!l
their

\",:ountry
a~sistance

strategi~s".aspects
ofl~g~landjudicial

reform
\.\w

hich
they--and

the
recipient"

counuy
find

ID
pstpertfii~l}fThese'

'"',Iinstitutions
are

"al'S615oundin
tIm
e
to
include

legal
reform

in
their

\\program
s
of
perform

ance
evaluation

w
hich

should
help

in
the

de-
("signand

im
plem

entation
of
new

operations
in
this

field.

B.
Elem

entsofa
SuccessfulLe~l

Fram
~rk

N
othing

in
w
hat

I
have

said
so
far

suggests
that

law
is
neces-

sarily
a
progressive

force.
Rather,

the
role

of
law

m
ay

be
reac-

tionary,
progressive

or
neutral

depending
on
the

m
anner

in
w
hich

3The
term

"W
orld

Bank"
or
"Bank"

is
used

here
to
m
ean

both
the

IBRD
and

ID
A
,unless

the
context

suggests
otherw

ise.

)I

law
,D
evc.op~entand

tbcRole
oftbe

W
orldBank

9

itis
used,

the
interests

itairn.s
to
serve

and
the

w
ay

itinteracts
w
ith

the
other

factors
affecting

individua.ls'
choiCes.l~is

in.:p~rtant
to

/note,
how

ever,
that

law
,
though

norm
ally

a
reflection

of
the

pre-
I
vailing

political,
social,

cultural,
econom

ic,
financial

and
other're-

f
alities

of
a
given

society,
can

also
be

used
as

a
proactive

,
instrum

ent
to
further

prom
ote

developm
ent.4

In
the

process,
itcan

influence
and

change
the

very
realities

itis
supposed

to
reflect.

The
question

of
how

law
can

be
utilized

to
achieve

econom
ic

revival
in
the

short
run

and
sustainable

developm
ent

in
the

long
run

addresses
the

key
concept

of
the

legal
fram

ew
ork

both
on

the
national

and
international

levels.
In
contrast

w
ith

the
usual

con-
ceptualization,

such
a
fram

ew
ork,

to
succeed

in
m
eeting

its
devel-

opm
ental

goals,
should

consist
of
m
ore

than
just

the
applicable

legal
rules.

In
the

context
of
the

role
of
law

in
developm

ent,
a

sound
legal

fram
ew
ork

can
be
defined

in
term

s
of
a
system

based
on

three
elem

ents
w
hich

in
practice

m
ay

not
alw
ays

be
as
com

-
plete

as
they

are
projected

here:5
The

firstelem
ent

represents
of
course

the
legal

binding
rules.

Such
rules

should
riot

only
be

know
n
in
advance;

they
m
ust

be
general

in
character,

not
m
eant

to
benefit

or
hurt

a
specific

person
or
persons

through
an
abuse

ofthe
legislative

pow
er.

Their
content

should
respond

to
genuine

social
needs,

be
based

on
adequate

_.._~a~..:.~-,}d.aJ.:laly:sis_!l,t,1g.tc:uh~.~entpossible
reflect

a
pre-existing

or
em
erging

public
opinion.

They'm
ust-also

be
subject

to
m
odifi-

cation
pursuant

only
to
previously

know
n
procedures.

4See,e.g.,L.Friedm
ann,.LegalRulesand

the
Process

ofSocialChange,
19
Stan-

ford
Law

Review
791

(1967);
R.S~,

The
State,Law

and
D
evelopm

ent
77,462-

72
(1978)

(arguing
that

an
adeqW

fte"iJiodelof
law

can
contribute

to
the

process
of

developm
ent;

for
such

a
process

of
transform

ation,
itis

necessary
to
focus

on
the

law
-m
aking

and
law
-im
plem

enting
processes

rather
than

thinking
of
the

law
as

being
static

and
independent

from
society);P.Bondzi-Sim

pson,
D
ilem

m
as
ofD

evel-
opm

ent
through

Law
,in
The

Law
and

Econom
ic
D
evelopm

ent
in
the

Third
W
orld

(P.
Bondzi-Sim

pson
ed.,

1992).
See

also
The

Role
of
Law

in
Private

Sector
D
evelop-

m
ent-

Im
plications

for
the

Bank's
Private

Sector
A
ction

Program
(W
orld

Bank,
LegalD

epartm
ent,

D
iscussion

Paper,
1989)

(show
ing

the
im
portance

of
having

an
appropriate

legalsystem
properly

adm
inistered

and
enforced

for
creating

an
envi-

ronm
ent

conducive
to
business

developm
ent).

5Forother
w
ritings

of
the

author
on

the
three

com
ponents

of
a
legal

fram
e-

w
ork,

S~..L~Q
.!h~~..J..Th~.JX

{oJ:Id.Ba.Q
k

lP_;!.£hangiQ
BW

orld,
Y
9J.J,

.?Q
3...!..
22§.H

99l),
Chapter

Six
(The

W
orld

Bank
and

Private
Sector

D
evelopm

ent
-
A
LegalPerspec-

tive),and
ibid.,The

W
orld

Bank
in
a
Changing

W
orld,V

ol.II,127,
130

(1995),
Chap-

ter
Three

(Legal
Fram

ew
ork

for
D
evelopm

ent
and

the
Role

of
the

W
orld

Bank
in

LegalTechnical
A
ssistance).
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eom

plem
entat'y'

Reform

The
second

elem
ent

consists.
of
the

.approprlate
processes

through
w
hich

such
rules

are
m
ade

and
enforcedin'practice

(or
are

deviated
from

w
hen

necessary).
The

appropriateness
of
such

processes
obviously

differs
according

to
the

culture
and

other
cir-

cum
stances

of
each

country.
Legal

processes
w
ill
norm

ally
suc-

ceed,
how

ever,
to
the

extent
that

they
are

not
arbitrary,

are
based

on
a
system

of
consultation

w
ith

the
people

affected
by
them

and
are

realistic
in
their

reliance
on

existing
institutions.

6

The
third

elem
ent

of
the

desired
legal

fram
ew
ork

consists
of

we.?!functioningpublic
i~~!tyti~Ylhich

are
staffed

by
trained

indlvi~nsparent
and

accountable
to
citizens,

are
bound

by
and

adhere
to
regulations,

and
apply

such
regulations

w
ithout

arbitrariness
or
corruption?

A
n
efficient

and
fair

judicial
system

provides
the

institution
w
hich

acts
as
the

final
arbiter

of
a
func-

tioning
legal

system
.
The

absence
of
efficient

institutions
for

the
enforcem

ent
of
rules

and
the

resolution
of
conflicts

m
ust

reflect
on

the
previous

elem
ents

of
"rules"

and
"processes."

The
judicia.ry.pl:aY

~...~parti.<::uJarly.im
portant

role
in
a
system

~"",.,:,.,>
"

,.,
:'.::"J;;Ii(D

based
<;;>nthe

rule
of
law
.
This

role
is
usefully

com
plem

ented
by

the
business-oriented

alternative
m
echanism

for
dispute

resolu-
tion,

notably
m
ediation,

conciliation
and

arbitration.
A
s
itm

ust
be

clear
by

now
,
lavy.Js.,llQ

tm
ere.ly:~.S;Q

U
.~9!!9~~11e~§

and
---

re~lation§.
It.al$o

incly:q~$
the.m

ann~rJ!l
..~I!jch

these
ru~e

im
plem

ented
by

governm
ent

ag~J1<
::i~§...,,~J:)._Q

.JjPP!ied
and

inter-
prelecfO

y
judge~'apa

..~a:>itratQ
rs,W

ithout
having

~f
hiw

necessarily
as
"the

prophecies
of
w
hat

the
courts

w
ill
do

in
fact,"

one
can

readily
recognize

that
a
w
ell-functioning

judiciary
in
w
hich

judges
apply

the
law

in
a
fair,

even
and

predictable
m
anner,

w
ithout

undue
delays

or
unaffordable

costs,
is
part

and
parcel

of
a
functioning

system
of
law
.M

oreover,
such

a
system

re-

6In
the

context
ofestablishing

the
rule

oflaw
·in

the
transition

econom
ies,

ithas
been

recently
noted

that
transparency

in
the

legal
processes

and
follow

ing
rules

know
n
in
advance

are
contributing

to
people's

confidence
in
the

legal
system

.
See

Chairm
an's

Sum
m
ary

ofthe
5th

M
eeting

of
the

Econom
ic
Forum

ofthe
O
SCE,held

in
Prague

from
June

11
to
13,1997.

7Ithas
been

recently
confirm

ed
in
the

context
of
the

experience
w
ith

the
es-

tablishm
ent

of
the

rule
of
law

in
the

transition
econom

ies
that

decisions
ofjudicial

and
adm

inistrative
character

should
be
transparent

and
accom

panied
by
a
clear

as-
sessm

ent
ofthe

factqalcircum
stances

asw
ellasa

consistent
interpretation

ofthe
ap-

plicable
rules.

See
Chairm

an's
Sum

m
ary

of
the

5th
Econom

ic
Forum

of
the

O
SCE,

held
in
Prague

from
June

11
to
13,1997.

I.aw
,l>evelopm

e:ntand
the

ltole
ofthe

W
orld

8ank
11

quires
that

rul<esbe
interpreted,

applied,
and,

w
here

authorized,
departed

from
,
according

to
established

procedures.
It
also

re-
quires

that
respect

for
rules

be
ensured

in
the

final
analysis

by
the

force
of
the

State
and

that
an

independent
body

exist
to
resolve

disputes.
The

judiciary
m
ay

also
identify

inconsistencies
of
the

rules
w
ith

the
basic

law
or
the

constitution.
It
serves

as
the

final
institution

to
m
onitor

and
address

allegations
of
corruption,

arbi-
trariness

and
lack

of
accountability

by
other

branches
of
gov-

ernm
ent.

Together,
these

elem
ents

help
create

an
effective

com
petitive

system
and

an
3;tm

osphere
of
social

peace
in
w
hich

econom
ic

developm
ent

can
flourish.

O
ur

understanding
of

the
legal

fram
ew
ork

w
ith

its
three

above-m
entioned

elem
ents

is
not

lim
ited

to
the

form
al
legal

sys-
tem

.
In
all
societies,

inform
al
rules

of
custom

and
usage

play
an

im
portant

role.
This

is
particularly

true
w
hen

law
enforcem

ent
is

w
eak

and
corruption

isw
ide-spread.

In
such

situations,
form

al
law

m
ay

be
readily

replaced
by

inform
al
rules

w
hich

receive
greater

com
pliance

in
practice.

RefQ
rm

t
e
Ie
al
fram

ew
ork

cannot
tQ
~~serve

it~J~u~pose
'J!..does

not
pay

~9~.9ua~
attent~

theiss'lle.s.~Q
I~nfo~£em

ent,com
plianceg.ud_eff~<;:~iY

..ene~~.rp.econ-
cern

w
ith

processes-'and'lnsfffi:ifiO
flsm

ay
help

address
these

is-
sues.

Equally
im
portant

is
the

content
and

fairness
of
the

form
al

rules
and

the
extent

and
quality

of
state

intervention
under

them
.

c.
A
ppropriate

Legislative
Policies

For
a
legal

and
regulatory

fram
ew
ork

in
the

broad
sense

al-
ready

described
(i.e.form

al
and

inform
al
binding

rules,
processes

and
institutions)

to
serve

the
purposes

of
private

business
grow

th,
it
m
ust

ensure
free

com
petition.

But
this

is
not

enough.
Such

a
fram

ew
o~t

also
provide

tw
o
other~~y._elem

eD
ls.

To
the

ex-
tent

feasible,
itm

ust
allow

pxicci'~jeflect
the

relative
scarcity

of
goods,

and
w
ages

to
refleCr'fIiefeal

value
of
labor.In

other
w
ords,

it
m
ust

price
w
ork

and
its

products
according

to
rational

eco-
nom

ic
criteria.

A
lso,

it
m
ust

P!21~Cj;..an(Lenfgrct::.pr9Pe...rt¥4Jight~
and

contracts.
W
ithout

these
features,

the
investm

ent
clim

ate
w
ould

lose
its
m
ost

im
portant

positive
aspects:

com
petition

in
a

level
playing

field
anQ

the
ability

of
investors

to
predict

the
future.

These
m
atters

should
not

be
unduly

confused
w
ith

the
very

im
-

portant
need

to
protect

the
poor.

Such
protection

should
alw
ays
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(:om

plem
entary

Reform

be
pursued,

but
this

m
ay
be
done

through
other

m
eans

w
hich

do
not

underm
ine

econom
ic

rationality
such

as
a
com

prehensive
so-

cialsecurity
netw

ork,
m
easures

for
incom

e
redistribution

and
pro-

vision
by
the

State
of
essential

social
services.

Contrary
to
w
hat

m
any

believe,
the

protection
of
com

petition,
contracts

and
private

property
is
particularly

essential
for

the
grow

th
of
sm
all
business.

Individuals
w
ith

little
property

and
w
ith-

out
political

connections
or

influence
w
ould

otherw
ise

face
trem

endous
difficulties

in
entering

the
m
arket

or
staying

there.
Conversely,

such
protection

prom
otes

the
accum

ulation
of
physi-

caland
hum

an
capital.

Itlow
ers

transaction
costs

and
helps

create
a
better

distribution
of
incom

e
and

w
ealth.

A
bove

all,itgives
in-

vestors
and

consum
ers

alike
a
sense

of
security

and
a
confidence

in
the

system
that

is
badly

needed
for

the
com

m
itm
ent

of
long

term
capital.
Legislative

policy
m
ust

ofcourse
be
consistent

w
ith

econom
ic

and
social

policies.
Its
role

is
to
translate

these
policies

into
rules

and
procedures

and
to
ensure

their
consistency

and
efficiency

in
serving

their
targets.

Experience
show

s
that

successful
legislative

policies
are

based
on

the
presum

ption
of
perm

issibility;
that

is,
they

assum
e
that

prohibitions,
lim
itations

and
approvals

should
be

the
exception

rather
than

the
rule.

Interestingly,
this

sim
ple

pre-
sum

ption
prevailed

in
the

law
s
of
19th

century
Europe

and
earlier

in
Islam

ic
Shari'a.8

Ithas
been

largely
ignored,

how
ever,

in
m
ost

of
the

20th
century.

The
principle

of
perm

issiveness
not

only
m
akes

good
eco-

nom
ics;

it
also

m
akes

good
law
.
Furtherm

ore,
it
respects

hum
an
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Excerpts from Amartya Sen (1999), Development as Freedom, Oxford University Press 

Introduction 

DEVELOPMENT AS FREEDOM 

Development can be seen, it is argued here, as a process of expanding the real freedoms that people enjoy. 
Focusing on human freedoms contrasts with narrower views of development, such as identifying development with the 
growth of gross national product, or with the rise in personal incomes, or with industrialization, or with technological 
advance, or with social modernization. Growth of GNP or of individual incomes can, of course, be very important as 
means to expanding the freedoms enjoyed by the members of the society. But freedoms depend also on other 
determinants, such as social and economic arrangements (for example, facilities for education and health care) as well as 
political and civil rights (for example, the liberty to participate in public discussion and scrutiny). Similarly, industrialization 
or technological progress or social modernization can substantially contribute to expanding human freedom, but freedom 
depends on other influences as well. If freedom is what development advances, then there is a major argument for 
concentrating on that overarching objective, rather than on some particular means, or some specially chosen list of 
instruments. Viewing development in terms of expanding substantive freedoms directs attention to the ends that make 
development important, rather than merely to some of the means that, inter alia, play a prominent part in the process. 

Development requires the removal of major sources of unfreedom: poverty as well as tyranny, poor economic 
opportunities as well as systematic social deprivation, neglect of public facilities as well as intolerance or overactivity of 
repressive states. Despite unprecedented increases in overall opulence, the contemporary world denies elementary 
freedoms to vast numbers – perhaps even the majority – of people. Sometimes the lack of substantive freedoms relates 
directly to economic poverty, which robs people of the freedom to satisfy hunger, or to achieve sufficient nutrition, or to 
obtain remedies for treatable illnesses, or the opportunity to be adequately clothed or sheltered, or to enjoy clean water or 
sanitary facilities. In other cases, the unfreedom links closely to the lack of public facilities and social care, such as the 
absence of epidemiological programs, or of organized arrangements for health care or educational facilities, or of effective 
institutions for the maintenance of local peace and order. In still other cases, the violation of freedom results directly from 
a denial of political and civil liberties by authoritarian regimes and from imposed restrictions on the freedom to participate 
in the social, political and economic life of the community. 

EFFECTIVENESS AND INTERCONNECTIONS 
Freedom is central to the process of development for two distinct reasons. 

I) The evaluative reason: assessment of progress has to be done primarily in terms of whether the freedoms that people
have are enhanced;
2) The effectiveness reason: achievement of development is thoroughly dependent on the free agency of people.

I have already signaled the first motivation: the evaluative reason for concentrating on freedom. In pursuing the 
second, that of effectiveness, we have to look at the relevant empirical connections, in particular at the mutually 
reinforcing connections between freedoms of different kinds. It is because of these interconnections, which are explored in 
some detail in this book, that free and sustainable agency emerges as a major engine of development. Not only is free 
agency itself a "constitutive" part of development, it also contributes to the strengthening of free agencies of other kinds. 
The empirical connections that are extensively explored in this study link the two aspects of the idea of "development as 
freedom." 

The relation between individual freedom and the achievement of social development goes well beyond the 
constitutive connection important as it is. What people can positively achieve is influenced by economic opportunities, 
political liberties, social powers, and the enabling conditions of good health, basic education, and the encouragement and 
cultivation of initiatives. The institutional arrangements for these opportunities are also influenced by the exercise of 
people's freedoms, through the liberty to participate in social choice and in the making of public decisions that impel the 
progress of these opportunities. These interconnections are also investigated here. 

SOME ILLUSTRATIONS: POLITICAL FREEDOM AND QUALITY OF LIFE 
The difference that is made by seeing freedom as the principal ends of development can be illustrated with a few 

simple examples. Even though the full reach of this perspective can only emerge from a much more extensive analysis 
(attempted in the chapters to follow), the radical nature of the idea of "development as freedom" can easily be illustrated 
with some elementary examples. 

First, in the context of the narrower views of development in terms of GNP growth or industrialization, it is, often 
asked whether certain political or social freedoms, such as the liberty of political participation and dissent, or opportunities 
to receive basic education, are or are not "conducive to development." In the light of the more foundational view of 
development as freedom, this way of posing the question tends to miss the important understanding that these 
substantive freedoms (that is, the liberty of political participation or the opportunity to receive basic education or health 
care) are among the constituent components of development. Their relevance for development does not have to be 
freshly established through their indirect contribution to the growth of GNP or to the promotion of industrialization. As it 
happens, these freedoms and rights are also very effective in contributing to economic progress; this connection will 
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receive extensive attention in this book. But while the causal relation is indeed significant, the vindication of freedoms and 
rights provided by this causal linkage is over and above the directly constitutive role of these freedoms in development. 

A second illustration relates to the dissonance between income per head (even after correction for price 
variations) and the freedom of individuals to live long and live well. For example, the citizens of Gabon or South Africa or 
Namibia or Brazil may be much richer in terms of per capita GNP than the citizens of Sri Lanka or China or the state of 
Kerala in India, but the latter have very substantially higher life expectancies than do the former. 

To take a different type of example, the point is often made that African Americans in the United States are 
relatively poor compared with American whites, though much richer than people in the third world. It is, however, 
important to recognize that African Americans have an absolutely lower chance of reaching mature ages than do people 
of many third world societies, such as China, or Sri Lanka, or parts of India (with different arrangements of health care, 
education, and community relations). If development analysis is relevant even for richer countries (it is argued in this work 
that this is indeed so), the presence of such intergroup contrasts within the richer countries can be seen to be an 
important aspect of the understanding of development and underdevelopment. 

TRANSACTIONS, MARKETS AND ECONOMIC UNFREEDOM 
A third illustration relates to the role of markets as part of the process of development. The ability of the market 

mechanism to contribute to high economic growth and to overall economic progress has been widely – and rightly – 
acknowledged in the contemporary development literature. But it would be a mistake to understand the place of the 
market mechanism only in derivative terms. As Adam Smith noted, freedom of exchange and transaction is itself part and 
parcel of the basic liberties that people have reason to value.  

As it happens, the rejection of the freedom to participate in the labor market is one of the ways of keeping people 
in bondage and captivity, and the battle against the unfreedom of bound labor is important in many third world countries 
today for some of the same reasons the American Civil War was momentous. The freedom to enter markets can itself be 
a significant contribution to development, quite aside from whatever the market mechanism may or may not do to promote 
economic growth or industrialization. In fact, the praise of capitalism by Karl Marx (not a great admirer of capitalism in 
general) and his characterization (in Das Kapital) of the American Civil War as "the one great event of contemporary 
history" related directly to the importance of the freedom of labor contract as opposed to slavery and the enforced 
exclusion from the labor market. As will be discussed, the crucial challenges of development in many developing countries 
today include the need for the freeing of labor from explicit or implicit bondage that denies access to the open labor 
market. Similarly, the denial of access to product markets is often among the deprivations from which many small 
cultivators and struggling producers suffer under traditional arrangements and restrictions. The freedom to participate in 
economic interchange has a basic role in social living. 

ORGANIZATIONS AND VALUES 
A broad approach of this kind permits simultaneous appreciation of the vital roles, in the process of development, 

of many different institutions, including markets and market-related organizations, governments and local authorities, 
political parties and other civic institutions, educational arrangements and opportunities of open dialogue and debate 
(including the role of the media and other means of communication). 

Such an approach also allows us to acknowledge the role of social values and prevailing mores, which can 
influence the freedoms that people enjoy and have reason to treasure. Shared norms can influence social features such 
as gender equity, the nature of child care, family size and fertility patterns, the treatment of the environment and many 
other arrangements and outcomes. Prevailing values and social mores also affect the presence or absence of corruption, 
and the role of trust in economic or social or political relationships. The exercise of freedom is mediated by values, but the 
values in turn are influenced by public discussions and social interactions, which are themselves influenced by 
participatory freedoms. Each of these connections deserves careful scrutiny. 

A CONCLUDING REMARK 
Freedoms are not only the primary ends of development, they are also among its principal means. In addition to 

acknowledging, foundationally, the evaluative importance of freedom, we also have to understand the remarkable 
empirical connection that links freedoms of different kinds with one another. Political freedoms (in the form of free speech 
and elections) help to promote economic security. Social opportunities (in the form of education and health facilitate 
economic participation. Economic facilities (in the form of opportunities for participation in trade and production) can help 
to generate personal abundance as well as public resources for social facilities. Freedoms of different kinds can 
strengthen one another. 

These empirical connections reinforce the valuational priorities. In terms of the medieval distinction between "the 
patient" and "the agent," this freedom-centered understanding of economics and of the process of development is very 
much an agent-oriented view. With adequate social opportunities, individuals can effectively shape their own destiny and 
help each other. They need not be seen primarily as passive recipients of the benefits of cunning development programs. 
There is indeed a strong rationale for recognizing the positive role of free and sustainable agency – and even of 
constructive impatience.  
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The Economic Consequences of Legal Origins 

Rafael La Porta, Florencio Lopez-de-Silanes, and Andrei 
Shleifer 

Journal of Economic Literature 2008, 46:2, 285–332

In the last decade, economists have produced a considerable body 
of research suggesting that the historical origin of a country’s 
laws is highly correlated with a broad range of its legal rules and 
regulations, as well as with economic outcomes. We summarize 
this evidence and attempt a unified interpretation. We also 
address several objections to the empirical claim that legal 
origins matter. Finally, we assess the implications of this research 
for economic reform. 

I. Introduction

About a decade ago, the three of us together with Robert Vishny 
published a pair of articles dealing with legal protection of 
investors and its consequences (La Porta et al.  or LLSV, 1997, 
1998). These articles generated a fair amount of follow-up 
research, and a good deal of controversy. This paper is our attempt 
to summarize the main findings, and more importantly to interpret 
them in a unified way.  

LLSV started from a proposition, standard in corporate law (e.g., 
Clark 1986) and emphasized by Shleifer and Vishny (1997), that 
legal protection of outside investors limits the extent of 
expropriation of such investors by corporate insiders, and thereby 
promotes financial development. From there, LLSV made two 
contributions. First, they showed that legal rules governing 
investor protection can be measured and coded for many countries 
using national commercial (primarily corporate and bankruptcy) 
laws. LLSV coded such rules for both the protection of outside 
shareholders, and the protection of outside senior creditors, for 49 
countries. The coding showed that some countries offer much 
stronger legal protection of outside investors’ interests than 
others. Second, LLSV documented empirically that legal rules 
protecting investors vary systematically among legal traditions or 
origins, with the laws of common law countries (originating in 
English law) being more protective of outside investors than the 
laws of civil law (originating in Roman law) and particularly 
French civil law countries. LLSV further argued that legal 
traditions were typically introduced into various countries through 
conquest and colonization, and as such were largely exogenous. 
LLSV then used legal origins of commercial laws as an instrument 
for legal rules in a two stage procedure, where the second stage 
explained financial development. The evidence showed that legal 
investor protection is a strong predictor of financial development. 

Subsequent research showed that the influence of legal origins on 
laws and regulations is not restricted to finance. In several studies 
conducted jointly with Simeon Djankov and others, we found that 
such outcomes as government ownership of banks (La Porta et al. 
2002), the burden of entry regulations (Djankov et al. 2002), 
regulation of labor markets (Botero et al. 2004), incidence of 
military conscription (Mulligan and Shleifer 2005a,b), and 
government ownership of the media (Djankov et al. 2003c) vary 
across legal families. In all these spheres, civil law is associated 

with a heavier hand of government ownership and regulation than 
common law. Many of these indicators of government ownership 
and regulation are associated with adverse impacts on markets, 
such as greater corruption, larger unofficial economy, and higher 
unemployment. In still other studies, we have found that common 
law is associated with lower formalism of judicial procedures 
(Djankov et al. 2003b) and greater judicial independence (La 
Porta et al. 2004) than civil law. These indicators are in turn 
associated with better contract enforcement and greater security 
of property rights. Assuming that this evidence is correct, it raises 
an enormous challenge of interpretation. What is the meaning of 
legal origin? Why is its influence so pervasive? How can the 
superior performance of common law in many areas be reconciled 
with the high costs of litigation, and well-known judicial 
arbitrariness, in common law countries?  

In this paper, we adopt a broad conception of legal origin as a style 
of social control of economic life (and maybe of other aspects of 
life as well). In strong form (later to be supplemented by a variety 
of caveats), we argue that common law stands for the strategy of 
social control that seeks to support private market outcomes, 
whereas civil law seeks to replace such outcomes with state-
desired allocations. In words of one legal scholar, civil law is 
“policy implementing”, while common law is “dispute resolving” 
(Damaska 1986). In words of another, French civil law embraces 
“socially-conditioned private contracting,” in contrast to common 
law’s support for “unconditioned private contracting” (Pistor 
2006). We develop an interpretation of the evidence, which we 
call the Legal Origins Theory, based on these fundamental 
differences.  

Legal Origin Theory traces the different strategies of common and 
civil law to different ideas about law and its purpose that England 
and France developed centuries ago. These broad ideas and 
strategies were incorporated into specific legal rules, but also into 
the organization of the legal system, as well as the human capital 
and beliefs of its participants. When common and civil law were 
transplanted into much of the world through conquest and 
colonization, the rules, but also human capital and legal 
ideologies, were transplanted as well. Despite much local legal 
evolution, the fundamental strategies and assumptions of each 
legal system survived, and have continued to exert substantial 
influence on economic outcomes. As the leading comparative 
legal scholars Zweigert and Kotz (1998) note, “the style of a legal 
system may be marked by an ideology, that is, a religious or 
political conception of how economic or social life should be 
organized” (p. 72). In this paper, we show how these styles of 
different legal systems have developed, survived over the years, 
and continued to have substantial economic consequences. In our 
conception, legal origins are central to understanding the varieties 
of capitalism.  

The paper is organized as follows. In Section 2, we describe the 
principal legal traditions. In Section 3, we document the strong 
and pervasive effects of legal origins on diverse areas of law and 
regulation, which in turn influence a variety of economic 
outcomes. In Section 4, we outline the Legal Origins Theory, and 
interpret the findings from that perspective. In sections 5-7, we 
deal with three lines of criticism of our research, all organized 
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around the idea that legal origin is a proxy for something else. The 
three alternatives we consider are culture, politics, and history. 
Our strong conclusion is that, while all these factors influence 
laws, regulations, and economic outcomes, it is almost certainly 
false that legal origin is merely a proxy for any of them. Section 
8 briefly considers the implications of our work for economic 
reform, and describes some of the reforms that had taken place. 
Many developing countries today find themselves heavily over-
regulated in crucial spheres of economic life, in part because of 
their legal origin heritage. Legal Origin Theory, and the 
associated measurement of legal and regulatory institutions, 
provides some guidance to reforms. Section 9 concludes the 
paper.  

IX. Conclusion

Since their publication about a decade ago, the two LLSV articles 
have taken some bumps. We now use different measures of 
shareholder protection, and are skeptical about the use of 
instrumental variables. Our interpretation of the meaning of legal 
origins has evolved considerably over time. But the bumps 
notwithstanding, the basic contribution appears to us to still be 
standing, perhaps even taller than a decade ago.  

And that is the idea that legal origins – broadly interpreted as 
highly persistent systems of social control of economic life -- have 
significant consequences for the legal and regulatory framework 
of the society, as well as for economic outcomes. The range of 
empirically documented legal, economic, and social spheres 
where legal origins have consequences has expanded over the past 
decade.  

At the end of our overview, we believe that four propositions are 
correct, at least given the current state of our knowledge. First, 
legal rules and regulations differ systematically across countries, 
and these differences can be measured and quantified. Second, 
these differences in legal rules and regulations are accounted for 
to a significant extent by legal origins. Third, the basic historical 
divergence in the styles of legal traditions – the policy-
implementing focus of civil law versus the market-supporting 
focus of common law – explains well why legal rules differ. 
Fourth, the measured differences in legal rules matter for 
economic and social outcomes.  

The fact that the outlines of a coherent theory have emerged over 
the last decade does not mean that all, or most, of the empirical 
issues have been settled, or, for that matter, that the theory will 
survive further scrutiny. From our perspective, the crucial open 
questions deal with the evolution of legal systems: How do they 
deal with crises? How do they enter new spheres of regulation? 
How do they approach reforms? We have offered many 
illustrations from the historical record, but a comprehensive 
account of legal and regulatory evolution under common and civil 
law does not exist.  

Such an account might clarify an issue that has generated 
tremendous heat, and not much light, throughout this research, 
namely the circumstances under which each legal tradition 
“works better.” Legal Origins Theory does not point to the overall 
superiority of common law; to the contrary, it points to the 

superiority of civil law and regulatory solutions when the problem 
of disorder is sufficiently (but not too) severe. On the other hand, 
our attempt to find evidence for the commonly made defense of 
civil law that it provides greater fairness or better access to justice 
have failed; the data suggest the opposite (Djankov et al. 2003b).  

A deeper understanding of the dynamics of legal traditions may 
also inform the crucial question of whether the differences 
between common and civil law will persist into the future. Since 
we have shown legal origins to be closely related to the types of 
capitalism, this question can be rephrased as follows: what kind 
of capitalism is likely to prevail in the long run? Will it be the 
more market-focused Anglo-Saxon capitalism, or the more state-
centered capitalism of Continental Europe and perhaps Asia?  

There are many arguments for convergence. Globalization leads 
to a much faster exchange of ideas, including ideas about laws and 
regulations, and therefore encourages the transfer of legal 
knowledge. Globalization also encourages competition among 
countries for foreign direct investment, for capital, and for 
business in general, which must as well put some pressure toward 
the adoption of good legal rules and regulations.  

The convergence is working both by civil law countries 
increasingly accepting common law solutions, and vice versa. In 
one area where heavy regulation appears patently absurd – the 
entry of new firms – countries are rapidly tearing down the 
barriers. In Europe at least, there are some reductions in labor 
regulations, as well as gains in shareholder rights. At the same 
time, common law countries are increasingly resorting to 
legislation to address social problems, the Sarbanes-Oxley Act 
being the most recent example of such financial regulation in the 
U.S. Mediating against convergence is the fact that civil law 
countries continue to resort to “policy-implementing” solutions to 
newly arising problems. The bias toward using state mandates to 
solve social problems, such as the 35 hour workweek in France, 
is huge.  

All this, of course, leaves open the question of what legal rules 
and regulations the countries are likely to move toward, even if 
they do not converge. So, in conclusion, let us again rely on theory 
to make a prediction. The world economy in the last quarter 
century has been surprisingly calm, and has moved sharply toward 
capitalism and markets. In that environment, our framework 
suggests, the common law approach to social control of economic 
life performs better than the civil law approach. When markets do 
or can work well, it is better to support than to replace them. As 
long as the world economy remains free of war, major financial 
crises, or order extraordinary disturbances, the competitive 
pressures for market-supporting regulation will remain strong, 
and we are likely to see continued liberalization. Of course, 
underlying this prediction is a hopeful assumption that nothing 
like World War II or the Great Depression will repeat itself. If it 
does, countries are likely to embrace civil law solutions, just as 
they did back then. 
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Excerpts from David M. Trubek and Marc Galanter (1974), “Scholars in Self-Estrangement: Some Reflections on 
the Crises in Law and Development Studies in the United States,” Wisconsin Law Review 1062 

I. Introduction
A. Scholars in Self-Estrangement

This is a study of the relationship between scholarship and action We will focus on the small group of academics 
who have attempted both to create a specialized body of knowledge about such relationships, and to institutionalize these 
"law and development studies" in American universities.1

 Law and development studies originated largely as by-products of "development assistance" activities by the 
United States government, international agencies, and private foundations working with governments and legal institutions 
in the Third World  While the assistance agencies consistently maintained that the legal development projects they 
supported were achieving these goals, many scholars began to wonder whether these projects were, in fact, contributing 
to freedom, equality, participation, and shared rationality. These doubts led the scholars to question –the moral worth of 
some or all legal development assistance activities, and thus, necessarily to question their own scholarship itself. 

 The principal thesis of the essay is that intellectual and moral 
shifts have created a crisis for this small group of academics, a crisis which threatens the future of their efforts to create 
theories about and to institutionalize the study of law and development. This crisis has two dimensions. Many scholars in 
the area have encountered difficulties defining the nature of their work or explaining its social utility. At the same time, the 
scholars have been unable to agree on the common interests that might unite them and justify their seeking permanent 
identity as a "field of inquiry." 

B. A Short History of Law and Development Movement
While some United States scholars studied law in Third World countries before the 1960's, in that decade we can 

see a substantial expansion of effort, more explicit concern with the relationship be- tween law and the process of 
development, and an attempt to organize separate efforts into some sort of an academic "field." The stimulus for these 
events came as much from government and foundations as from the universities. Law and development studies were a 
small and rather late aspect of the general response of United States universities to pressures from development 
assistance agencies. Billed as the first international "development decade," the 1960's marked the highpoint of U.S. 
bilateral aid to the Third World. As foundations and agencies committed to the promotion of "development" expanded their 
assistance activities, they looked increasingly to the Academy for guidance in planning development projects and for 
personnel to man them. Indeed, some hoped the universities would create a science of development to guide the effort to 
"modernize" Third World nations.2

Law and development studies were never well integrated or monolithic. But at a very general level most of the 
scholars and some of the developers shared, in the early years, some rather fundamental notions about the nature of law, 
and the character of development. These assumptions told the scholars how to orient their research, and gave them 
confidence that their scholarly and assistance efforts were morally worthy. The crisis constitutes a collapse of faith in 
many of these basic assumptions. 

 

C. Excurses on Some Functions of Social Theory
  Basic assumptions in social thought contain a cognitive map of relations among social phenomena. They 

provide a lens through which phenomena are perceived, and establish criteria for arranging and evaluating these 
perceptions  We believe that the presuppositions that form the "paradigm" of a scholarly field are rarely visible and 
explicit. Rather, they form a set of tacit understandings and assumptions which are only infrequently brought to 
consciousness. And paradoxically, we suspect that it may be the very invisibility of these features of social thought that 
account for their power. It is because we rarely even think about them that these assumptions so effectively channel and 
orient our intellectual work. 

Indeed, it may be that these fundamental assumptions are most likely to reveal themselves in times of crisis 

II. Liberal Legalism: The Origin Paradigm of Law and Development Studies in United States
B. Liberal Legalism: The Basic Model of Law in Society

Liberal Legalism in law and development studies contained two basic elements: (1) a general model of the 
relationship between law and society, and (2) a specific explanation of the relationship between legal systems and 
"development." 

Viewed through the lens of this paradigm, a legal system is an integrated purposive entity which draws on the 
power of the state but disciplines that power by its own autonomous and internally derived norms. With some slippage 
and friction, social behavior is aligned with and guided by legal rules. Moreover, that behavior can be consciously modified 
by appropriate alternations of these rules. 

C. Liberal Legalism: The Relationship between Law and Development
Accordingly, the development of legal institutions was seen as a way of increasing equality and widening 

participation. Law was seen as a technique for curbing arbitrary government action,3

1 For a general discussion of law and development studies throughout the world, see RESEARCH ADVISORY COMMITTEE ON LAW AND 
DEVELOPMENT OF THE INTERNATIONAL LEGAL CENTER, LAW AND DEVELOPMENT (1974) 

 and as means of both protecting 

2 See, e.g., Merillat, Law and Developing Countries, 60 Am. J. INT'L LAW 71, 76-79 (1966). 
3 See David, supra note 26, at 203; Karst, supra note 24, at 18-19; Kdnz, 
supra note 27, at 96; D. TRUBEK, supra note 26, at 80. D. TRUBE, supra note 30, at 69-71. 
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individual freedom4 and ensuring greater governmental responsiveness.5 Legal development would enlarge the sphere of 
liberty and simultaneously guarantee that governments would act in accordance with the wishes of the citizens. Moreover, 
law was also associated with rational, instrumental action to secure greater material well-being and other developmental 
goals. Law was one of the tools that could be used by planners consciously seeking to enhance human welfare. If law 
became more effective, the planners' powers would grow.6

D. The Research Agenda of Liberal Legalism
 

The research activities we wish to examine are studies of the role of 'the legal profession in development; the 
projects are efforts to reform legal education and expand legal assistance to the poorer citizens in Third World societies. 

The research agenda ignored such questions as whether an expanded and modernized legal profession might 
not increase social inequality and reduce participation in decision making. In societies where le- gal services are allocated 
by price, improved education could raise the costs of legal services and thus strengthen the "haves" vis-à-vis the "have-
nots." 

A second ignored question was whether a more instrumental orientation to law might not weaken, rather than 
strengthen, legal guarantees for individual rights. In authoritarian regimes where technocratic elites define what 
constitutes and furthers "development," a bar which had abandoned traditional formalistic modes of thought for an 
instrumentalist orientation might be less, rather than more, able to resist efforts to erode traditional guarantees of freedom. 

A similar analysis may be made of the projects designed to improve systems of subsidized professional legal 
assistance to the poor of the developing countries.7

If courts and lawyers are biased and remote, if available funds for subsidized lawyers offer only token equalization 
of access to professional skills, or if decisions favorable to disadvantaged groups are ignored in practice, legal assistance 
projects based on liberal legal- ism's law-in-society model may be at best a palliative and at worst a mask to shield 
continued exploitation.

  Legal services are essential to secure access, but the distribution of 
wealth determines the distribution of legal services. Therefore, the better off will have superior means of access to the 
courts and thus will systematically benefit from the legal order. 

8

E. Summary of the Liberal Legalism Paradigm
 

The literature stressed the centrality of the state: the state is seen as the primary agent of social control and 
change, which will use law as a purposive instrument to transform society and yet will itself be constrained by law. 

It focused on higher agencies of the legal system and showed little interest in nonstate forms of legal or other 
social ordering; indeed, one detects a subtle bias against informal legal systems and customary law. 

It manifested a pervasive belief in the ultimate efficacy of legal rules as instruments of social change. 
Paradoxically, this belief is underscored by the widespread awareness of the gap between law in action and law in the 
books. 

The literature assumed that changes of law would change behavior. This belief justified the great attention given 
to examination of the instrumental relationship between development goals and specific legal rules, as well as the stress 
on instrumental legal thought as a device to guarantee that rules are selected which will efficiently achieve social goals. 

It further assumed that legal professions were, or could come to be, representative of the public interest (the 
interests of "development") rather than agents of relatively narrow segments of the society. 

Because of the cumulation of these features of liberal legalism, this brand of thought led the assistance effort to 
focus on reform of formal rules, to work with the established professions, to believe that changes in the education of the 
professional legal class would ultimately produce desired social change and, above all, to assume almost automatically 
that any activity that was designed to change legal institutions of Third World countries to make them more like those of 
the United States would be an effective and morally worthy pursuit. 

III. Emergence of a Crisis: The Divorce of Goodness and Potency and the Unravelling of Liberal Legalism
B. The Ethnocentric and Naïve Aspects of the Model of Law in Society
The ethnocentric quality of liberal legalism's model of law in society is apparent. Empirically, the model assumes

social and political pluralism, while in most of the Third World we find social stratification and class cleavage juxtaposed 
with authoritarian or totalitarian political systems.9 The model assumes that state institutions are the primary locus of 
social control, while in much of the Third World the grip of tribe, clan, and local community is far stronger than that of the 
nation-state.10

4 See Karst, supra note 24, at 17; KSnz, supra note 27, at 95; Linowitz, supranote 28, at 99; Mendelson, supranote 26, at 227-31; D. TRUBEK, supra 
note 26, at 80; D. TRUBEK, supra note 30, at 53-55. 

 The model assumes that rules both reflect the interests of the vast majority of citizens and are normally 

5 See Konz, supranote 27, at 95; Linowitz, supra note 28, at 107. 
6 Karst, supra note 24, at 16; Linowitz, supra note 28, at 98; D. TRUBEK, supra note 26, at 10. With hindsight, it is easy to see that there are contra- 
dictions between liberal legalism's model of law as a body of rules, and law as an instrument of power. But it was characteristic of liberal legalism that it 
did not confront this tension. Even when the analyst focused principally on the instrumental value of law, he assumed that by "law" was meant a system 
of rules, not merely commands backed by force. See text accompanying notes 48-50 infra. 
7 See COMMITTEE ON LEGAL SERVICES TO THE POOR IN THE DEVELOPING COUNTRIES, LEGAL AID AND WORLD POVERTY-A SURVEY 
OF ASIA, AFRICA, AND LATIN AMERICA (1974) 
8 See, e.g., Knight, Legal Services Projects for Latin America, in LEGAL Am, supra note 47, at 109-11. 
9 Trubek, supra note 3, at 34-37. 
10 See, e.g., COMMITTEE FOR THE COMIPARATIVE STUDY OF NEW NATIONS, OLD SOCIETIES AND NEW STATES: THE QUEST FOR 
MODERNITY IN ASIA AND AFRICA (C. Geertz ed. 1963). 
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internalized by them, while in many developing countries rules are imposed on the many by the few and are frequently 
honored more in the breach than in the observance.11 The model assumes that courts are central actors in social control, 
and that they are relatively autonomous from political, tribal, religious, or class interests. Yet in many nations courts are 
neither very independent nor very important.12

C. The Possible Irrelevance of Law
 

The normative underpinnings of liberal legalism rested in part on the assumption that law reform could promote
development, and that investments in the improvement of legal systems would yield high developmental payoffs. But 
experience has shown that law may have little effect on society. Substantial programs of legal reform have failed. 
Investments in legal education, designed to change the orientation and role of the lawyer, have yielded little change in 
either legal performance or social relations... 

IV. Causes of the Crisis
C. The Sources of the Challenges to the Paradigm
We see four principal sources of that viewpoint: the improvement of empirical knowledge about legal reality in the

Third World, the loss of faith that the liberal legalist model accurately reflects the role of law in the United States, the 
growing doubt that United States society can be a valid model for the Third World, and the realization that American and 
Third World policy makers may not, in fact, be committed to the basic values which the liberal legalists believed they were 
fostering. 

V. The Present: The Period of Competing Articulations
B. The Fault Lines of Liberal Legalism
Liberal legalism amalgamated several ideas about science, policy, and moral action. There were, we believe, five

central assumptions in this amalgam. First, it was assumed that law is inherently "good," in that legal development 
projects which bring about changes towards the liberal legalist model will necessarily foster basic developmental values. 
Second, law is "potent," in that legal reforms will implement desired changes in social relations. Third, legal development 
studies can be scientific, in that systematic, neutral research can uncover cross-culturally valid hypotheses about Third 
World legal life. Fourth, law and development inquiry is a morally worthy enterprise, in that scientific research on Third 
World legal systems by United States scholars will lead to knowledge that will further moral ends. Finally, the United 
States can make valuable contributions to the development of Third World nations. 

In the period of critical reappraisal all these assumptions have been questioned, but law and development 
scholars have responded selectively, agreeing with the critics on some points but not on all. Instead of discarding the 
entire amalgam, scholars have rejected one or more of its components while holding on, perhaps with increased tenacity, 
to the others. And since the scholars disagree on which points should be retained, the resulting debate has uncovered 
competing articulations. 

C. The Emergence of Competing Articulations
These three approaches are probably unsatisfactory to the majority of law and development scholars, who are

prepared to reexamine liberal legalism, but not to withdraw totally from either law or development. Among this majority we 
can see at least three perspectives, each of which is an effort to justify continuation of law and development studies. 
These we shall call pragmatic problem solving, positivism, and eclectic critique. 

VI. Conclusions: The Uncertain Future of Law and Development Studies
The malaise of self-estrangement will not disappear until scholars can either feel comfortable with their

participation in the assistance effort or find a way to continue their scholarship without dependence on assistance 
agencies. Thus the crisis cannot be over- come unless the assistance effort changes, or a viable base of sup- port can be 
found independent of the assistance agencies. 

Yet neither of these conditions seem likely to be met. 
At the same time, there is little prospect of support for law and development studies outside the assistance area  

University programs in law and society or in area studies might be more intellectually sympathetic to this type of 
scholarship, but these centers have declining budgets and are unable to take on new types of activity. Accordingly, the 
most likely prospect is that the nascent community in law and development studies will gradually disband and the scholars 
will return to the several disciplines from which they came. 

While this seems to us the most likely reaction to the present crisis, we feel that the disbanding of law and 
development studies would be a great loss. Law and development research has not only increased our knowledge of the 
Third World, it has also helped us to understand our own ideas about law and to see our legal institutions more clearly. 
The crisis itself and the malaise it generates has been of immense value in clarifying major issues in legal theory, social 
science, and public policy. Critical studies on the role of law have brought to light normative problems in foreign policy that 
might have remained obscure. Such studies remain valuable to clarify choices for United States' decision makers who, 
directly or indirectly, will affect Third World development. 

11 See, e.g., Rosenn, supra note 31, at 254. 
12 Id.; Knight, supra note 52, at 111. 
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lt to com
e by becau

se th
e ph

en
om

en
on

 of labou
r rem

ain
in

g 
footloose is h

u
gely u

n
derstated in

 cen
su

s statistics an
d m

acro-level 
su

rveys su
ch

 as reported by N
SS. M

oreover, th
ere is a lack of con

-
sen

su
s on

 th
e defin

ition
 of m

igration
, operation

alized in
 term

s of 
distan

ce (dem
arcated by th

e bou
n

daries of district or state) as w
ell 

as len
gth

 of absen
ce (w

eek, season
, year or m

ore). A
re w

orkers com
-

m
u

tin
g from

 th
e village to th

e n
earby tow

n
 m

igran
ts, or do th

ey on
ly 

becom
e so if th

ey stay on
 at th

e w
ork-site for m

ore th
an

 a day, a w
eek 

or lon
ger? O

n
 th

e oth
er h

an
d, th

ere are lon
g-distan

ce m
igran

ts su
ch

 
as th

e pow
er-loom

 operators w
h

o go off at a you
n

g age to Su
rat an

d 
go h

om
e on

ly for brief visits bu
t w

h
o settle back dow

n
 again

 in
 th

eir 
place of origin

 in
 O

rissa an
d A

n
dh

ra Pradesh
 w

h
en

 th
ey are w

orn
 

ou
t. A

s sem
i-perm

an
en

t m
igran

ts th
ey spen

d a large part of th
eir 

w
orkin

g life in
 lon

elin
ess u

n
til econ

om
ic com

pu
lsion

, du
e to job 

loss or old age, u
ltim

ately drives th
em

 back to ‘w
h

ere th
ey belon

g’. 
A

t both
 en

ds, th
e m

igratory scale is flu
id rath

er th
an

 fixed, difficu
lt 

to com
preh

en
d in

 a research
 jargon

 th
at is h

eavily biased by form
al 

sector con
cepts. 

Based on
 th

e 1991 Report of the N
ational Com

m
ission on Rural Labour 

(N
C

R
L), in

 In
dia a m

igran
t is a person

 w
h

o m
igrates tem

porarily from
 

h
is place of residen

ce to an
oth

er area, eith
er ru

ral or u
rban

, w
ith

 a 

In
 con

siderin
g th

e m
ain

 featu
res of th

eir iden
tity, th

e first th
in

g 
th

at com
es to m

in
d is th

at as socially deprived con
tin

gen
ts, i.e. as 

m
em

bers of low
 or backw

ard com
m

u
n

ities an
d section

s of tribal or 
religiou

s m
in

orities, th
ey belon

g to th
e lan

d-poor or lan
dless u

n
der-

classes of ru
ral society. In

 th
eir search

 for w
ork an

d in
com

e ou
tside 

agricu
ltu

re, th
ey lack n

ot on
ly ph

ysical bu
t also social capital (low

 
edu

cation
 ach

ievem
en

ts an
d lackin

g th
e n

etw
ork w

h
ich

 w
ou

ld m
ake 

th
em

 eligible for steady an
d better w

ork). In
 th

e absen
ce of social, 

econ
om

ic an
d political qu

alification
s, th

ey rem
ain

 stu
ck at th

e bot-
tom

 of th
e econ

om
y, both

 in
 th

eir places of origin
 as w

ell as in
 th

eir 
n

ew
 place of w

ork. Pu
sh

ed ou
t becau

se of th
eir redu

n
dan

cy in
 th

e 
ru

ral-agrarian
 labou

r process, th
ey are driven

 back again
 becau

se of 
th

eir tem
porary an

d tim
e-bou

n
d in

corporation
 elsew

h
ere. A

t both
 

en
ds of th

eir axis of m
obility th

ey are h
ired on

ly for as lon
g as th

ey 
are w

illin
g an

d are fit en
ou

gh
 to w

ork, an
d are fired w

h
en

 th
ere is a 

dow
n

tu
rn

 in
 th

e dem
an

d for th
eir labou

r pow
er or w

h
en

 th
ey h

ave 
lost th

eir capacity to w
ork.

C
ircu

lation
 is w

ork related. A
s depen

den
t m

em
bers of th

e h
ou

se-
h

old, w
om

en
 an

d ch
ildren

 can
 com

e alon
g or are even

 requ
ired to 

com
e alon

g on
 th

e basis of th
eir ability to take part in

 th
e labou

r 
process. Th

ose w
h

o are n
ot fit to w

ork, becau
se th

ey are too you
n

g 
or too old to earn

 at least th
eir ow

n
 keep, are discou

raged from
 

accom
pan

yin
g m

em
bers of th

e h
ou

seh
old w

h
o m

ove off. It m
ean

s 
th

at labou
r pow

er, n
ot th

e social u
n

it of w
h

ich
 it is part, is m

ade 
m

obile. R
ecru

itm
en

t on
ce started is both

 local an
d grou

p based. Th
e 

pattern
 of segm

en
tation

 in
 th

e labou
r m

arket th
at h

as em
erged, 

rath
er h

aph
azardly, ten

ds to becom
e repetitive over tim

e in
 th

e 
sen

se th
at oth

er factors th
an

 a particu
lar aptitu

de seem
 to be th

e 
m

ain
 trigger an

d drivin
g force. Labou

r circu
lation

 h
as a ch

ain
 effect 

an
d can

n
ot be explain

ed in
 term

s of th
e su

pply/dem
an

d m
ech

an
ism

 
operatin

g in
 th

e form
al labou

r m
arket. Labou

r brokers, actin
g on

 
beh

alf of em
ployers, form

 an
th

er lin
k in

 th
e ch

ain
 of circu

lation
 for 

th
e footloose w

orkforce an
d explain

s w
h

y th
ey seldom

 h
ave access 

to oth
er jobs w

h
erever th

ey go, even
 in

 th
e in

form
al sector. O

ptin
g 

ou
t of th

e circu
it w

ith
 th

e aim
 of stayin

g on
 an

d settlin
g dow

n
 at th

e 
n

ew
 w

orksite is n
ext to im

possible. O
n

 th
e oth

er h
an

d, w
ork specific 
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du
rin

g th
at period w

orked in
 su

garcan
e farm

s. Bu
t 

th
e C

en
su

s reports on
ly 11,373 M

arath
i an

d on
ly 6 

K
h

an
desh

i speakin
g person

s. A
n

d th
e M

arath
i speakin

g 
person

s reported by th
e C

en
su

s seem
 to be n

on
-farm

 
em

ployees.’  (R
eport N

C
R

L, vol. 2, 1991: K
-17.)

D
o recen

t statistics sh
ow

 a h
igh

er degree of accu
racy an

d reliabil-
ity? I am

 afraid n
ot, bu

t on
ce again

 even
 th

at observation
 h

as n
o 

fou
n

dation
 in

 factu
al an

d reliable data. A
ccordin

g to th
e latest esti-

m
ate w

ith
 w

h
ich

 I am
 fam

iliar, th
e total n

u
m

ber of m
igran

t w
ork-

ers is su
pposed to h

over arou
n

d 30 m
illion

 for th
e w

h
ole of In

dia 
(Srivastava an

d Sasiku
m

ar, 2005). Th
e sou

rce from
 w

h
ich

 I derive th
is 

figu
re refers, as a typical exam

ple, to at least h
alf a m

illion
 season

al 
m

igran
ts belon

gin
g to M

u
slim

 com
m

u
n

ities in
 th

e rice belt of W
est 

Ben
gal du

rin
g th

e h
arvestin

g period. In
 view

 of in
com

plete coverage 
-cau

sed by th
e sam

e m
ixtu

re of absen
ce of in

vestigative zeal, lack
of defin

ition
al rigou

r, a politically in
spired relu

ctan
ce or ou

trigh
t

u
n

w
illin

gn
ess to take stock of w

h
at is goin

g on
 in

 th
e low

er ech
elon

s
of th

e econ
om

y an
d society - I am

 in
clin

ed to su
ggest th

at presen
tly

at least 50 m
illion

 people are an
d rem

ain
 on

 th
e m

ove in
 order to

m
ake u

p for th
e in

com
e an

d em
ploym

en
t deficit th

e h
ou

seh
olds

th
ey belon

g to face at h
om

e for a m
ajor part of th

e year. M
igration

fin
din

gs presen
ted by th

e C
en

su
s an

d N
SSO

 for 1991-2001 su
ggest

th
at lon

g-term
 w

ork related m
obility (m

ore th
an

 ten
 years) is th

e
largest category of m

igran
t w

orkers, represen
tin

g a little m
ore th

an
h

alf of th
e total, w

h
ile th

e category in
 th

e ran
ge from

 1-9 years w
en

t
u

p in
 th

e sam
e in

terval to 41 per cen
t, w

ith
 a residu

al category of
seven

 per cen
t m

igran
ts stayin

g aw
ay for less th

an
 on

e year. In
deed,

th
e N

SSO
 reported a declin

e in
 sh

ort-term
 m

igration
 in

 th
e cou

rse
of th

e 1990s, com
in

g dow
n

 to 11 m
illion

 w
orkers in

 1999-2000 w
h

o
w

en
t off for 2-6 m

on
th

s, of w
h

ich
 8.5 m

illion
 w

ere em
ployed in

 ru
ral

areas.

W
h

at is sh
ow

n
 as a residu

al category in
 th

e C
en

su
s an

d N
SS reports 

h
as rem

ain
ed a h

igh
ly u

n
derstated segm

en
t of th

e total labou
r force 

in
 th

e research
 carried ou

t by th
ose agen

cies specialized in
 th

e col-
lection

 of statistical data bu
t w

h
ich

 fall sh
ort in

 th
e qu

alitative an
d 

con
textu

al an
alysis of th

eir database. A
lth

ou
gh

 circu
lation

 is n
ot 

view
 to gettin

g w
aged em

ploym
en

t. A
 separate stu

dy grou
p specified 

th
is fu

rth
er by statin

g th
at a m

igran
t labou

rer is on
e w

h
o w

orks as 
part of a tem

porary w
ork force in

 differen
t sectors an

d retu
rn

s to 
h

er/h
is place of origin

. R
ath

er arbitrarily, i.e. on
 th

e basis of in
com

-
plete estim

ates, m
ore in

 th
e n

atu
re of gu

essw
ork th

an
 backed u

p 
by verifiable accou

n
ts, th

e N
C

R
L calcu

lated in
 its 1991 report th

at 
abou

t 10 m
illion

 ru
ral w

orkers w
en

t ou
t in

 search
 of w

ork. W
ith

 th
e 

caveat th
at season

al m
igration

 h
ad been

 th
e C

om
m

ission
’s prim

ary 
con

cern
, th

is tally in
clu

ded 4.5 m
illion

 in
terstate ru

ral m
igran

ts 
an

d arou
n

d 6 m
illion

 in
tra- or in

ter-district ru
ral m

igran
t w

orkers 
tem

porarily em
ployed in

side or ou
tside agricu

ltu
re. Th

e ch
an

ge in
 

com
position

 of th
e n

ation
al econ

om
y, both

 sector-w
ise an

d as far 
as th

e sh
ift in

 th
e ru

ral-u
rban

 balan
ce of labou

r is con
cern

ed, accel-
erated dram

atically after th
e report cam

e ou
t. Bu

t it is qu
ite clear 

th
at th

e m
agn

itu
de of circu

lation
 in

 th
e precedin

g decades h
ad n

ot 
been

 covered adequ
ately. In

 addition
 to h

eavily u
n

derestim
atin

g th
e 

participation
 rate of fem

ales an
d ch

ildren
 in

 th
e an

n
u

al trek, both
 

th
e ru

ral-u
rban

 an
d th

e in
tra-ru

ral m
igration

 rate m
u

st h
ave been

 at 
least dou

ble th
e reported size. W

h
ile it is a m

atter of dispu
te w

h
eth

er 
in

 sou
th

 G
u

jarat eith
er th

e sh
ort-distan

ce sojou
rn

ers (e.g. th
e village 

com
m

u
ters goin

g off to w
ork in

 th
e V

api in
du

strial estate) or th
e 

lon
g-stay m

igran
ts (su

ch
 as th

e pow
er-loom

 w
orkers in

 Su
rat city) 

sh
ou

ld be in
clu

ded in
 th

e figu
re on

 labou
r circu

lation
, even

 w
h

en
 

n
arrow

in
g dow

n
 th

e score to season
al m

igran
ts, th

e stated figu
res 

are m
u

ch
 too low

. Th
is w

as du
ly n

oted by th
e special stu

dy grou
p on

 
m

igran
t labou

r. In
 a referen

ce to m
y ow

n
 pu

blish
ed fieldw

ork fin
d-

in
gs, th

is pan
el of experts w

rote:

It appears th
at circu

lar m
igration

 is m
u

ch
 h

igh
er th

an
 

w
h

at can
 be discern

ed from
 th

e N
SS an

d C
en

su
s data. 

M
oreover both

 th
e N

SS an
d C

en
su

s data is dated; th
e 

developm
en

ts 
sin

ce 
th

e 
m

id-seven
ties, 

su
ch

 
as 

th
e 

G
reen

 R
evolu

tion
, are n

ot reflected. For in
stan

ce, th
e 

presen
ce of m

igran
t w

orkers from
 M

ah
arash

tra w
h

o 
speak K

h
an

desh
i seem

s to h
ave been

 ign
ored by th

e 
1981 C

en
su

s in
 th

ree talu
ks of Su

rat district – K
am

rej, 
Bardoli an

d Palsan
a – w

h
ere accordin

g to m
icro in

-
depth

 stu
dies, arou

n
d 60,000-70,000 m

igran
t w

orkers 
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th
at th

ey sim
ply can

n
ot afford to vacate th

e sh
elter left beh

in
d 

in
 th

e h
in

terlan
d. Th

is is in
 addition

 to th
e fact th

at depen
den

t 
m

em
bers of th

eir h
ou

seh
old do n

ot join
 th

em
 on

 departu
re. H

ere 
w

e n
otice a m

ajor con
trast w

ith
 th

e tran
sform

ation
 th

at w
en

t on
 

in
 th

e w
estern

 w
orld w

h
en

 th
e ru

ral exodu
s escalated on

e-an
d-h

alf 
cen

tu
ries ago. W

h
en

 th
e w

orkin
g classes in

 Eu
rope started to m

ove 
ou

t of th
e cou

n
tryside, th

ey brou
gh

t th
eir fam

ilies alon
g to th

e cit-
ies w

h
ere th

ey settled dow
n

. Pu
blic h

ou
sin

g w
as spon

sored by th
e 

state/m
u

n
icipality or by corporation

s set u
p by th

e n
ew

ly arrived 
citizen

s th
em

selves. In
 In

dia, h
ou

sin
g societies for factory labou

r did 
n

ot becom
e a prom

in
en

t part of th
e u

rban
 expan

sion
 in

 m
ost parts 

of th
e cou

n
try. U

n
like in

 Eu
rope, w

h
ere h

ou
sin

g cooperatives are 
part of w

orkin
g class n

eigh
bou

rh
oods, in

 In
dia th

is term
 in

variably 
sign

als th
e presen

ce of m
iddle-class ow

n
ers w

h
o h

ave bou
gh

t th
eir 

bu
n

galow
s an

d apartm
en

ts from
 private con

tractors. W
orkin

g class 
colon

ies u
sed to be bu

ilt by em
ployers eith

er as coolie lin
es on

 th
e 

plan
tation

s an
d in

 th
e m

in
e belt or as chaw

ls, con
sistin

g of dead-en
d 

alleys filled w
ith

 ch
eap ten

em
en

ts w
h

ich
 cam

e u
p arou

n
d th

e textile 
m

ills in
, for exam

ple, M
u

m
bai an

d A
h

m
edabad. D

u
e to th

e relen
tless 

in
form

alization
 of th

e econ
om

y, of w
h

ich
 casu

alized em
ploym

en
t is 

a m
ajor featu

re, th
e n

eed to keep a stable w
orkforce an

d to provide 
even

 a m
odicu

m
 of h

ou
sin

g to th
em

 h
as gon

e. 

In
form

al sector w
orkers w

h
o h

ave reach
ed th

e city w
h

ere th
ey try to 

fin
d a m

ore perm
an

en
t n

ich
e in

 th
e u

rban
 econ

om
y h

ave to m
ake 

th
eir ow

n
 arran

gem
en

ts. Th
is th

ey m
an

age to do by squ
attin

g on
 

u
n

occu
pied lan

d or by fin
din

g a footh
old in

 on
e of th

e settlem
en

ts, 
u

su
ally on

 th
e ou

tskirts, as portrayed by M
ike D

avis in
 h

is Planet of 
Slum

s (2006). Th
eir self-bu

ilt sh
elters, grou

ped in
 colon

ies an
d bu

ilt 
from

 recycled m
aterial, lack basic facilities su

ch
 as tap w

ater, san
ita-

tion
, electricity, a sch

ool an
d proper access roads an

d are difficu
lt to 

reach
 by pu

blic tran
sport. Bu

t colon
ies in

h
abited by th

e low
 castes or 

classes in
 th

e villages are n
ot of a better qu

ality. For n
o good reason

 
at all th

e w
ord slu

m
 h

as an
 u

rban
 con

n
otation

, w
h

ile th
e sh

an
ties 

spread ou
t in

 th
e cou

n
tryside are sim

ilarly popu
lated by residen

ts 
livin

g in
 u

tter degradation
. Still, on

 both
 sides of th

e ru
ral-u

rban
 

axis, th
e labou

rin
g poor h

ave at least a fixed abode, ram
sh

ackle 
th

ou
gh

 it m
ay be. It is a space in

 w
h

ich
 th

ey can
 retreat from

 th
e 

restricted to m
obile m

en
 an

d w
om

en
 w

h
o w

ork aw
ay from

 h
om

e 
for less th

an
 on

e year, I w
ou

ld argu
e th

at th
is residu

al category 
goin

g off bu
t com

in
g back w

ith
in

 a sh
ort in

terval represen
ts a m

u
ch

 
bigger proportion

 of all m
igran

ts in
 search

 of em
ploym

en
t th

an
 a 

m
ere seven

 per cen
t. Th

e Report on Conditions of W
ork and Prom

otion 
of Livelihoods in the U

norganised Sector brou
gh

t ou
t by th

e N
ation

al 
C

om
m

ission
 for En

terprises in
 th

e U
n

organ
ised Sector (N

C
EU

S, 2007) 
u

n
equ

ivocally states th
at th

e n
u

m
bers of su

ch
 m

igran
ts (i.e. circu

lat-
in

g for u
p to on

e year) is m
u

ch
 larger th

an
 th

at estim
ated in

 official 
sou

rces (p.96). 

M
an

y featu
res relatin

g to labou
r circu

lation
 or m

igration
 are poorly 

docu
m

en
ted, su

ch
 as, for in

stan
ce, in

form
ation

 on
 th

e part of th
e 

h
ou

seh
old bu

dget earn
ed w

h
ile w

orkin
g ou

tside th
e place of resi-

den
ce. Th

ere is a dearth
 of data on

 both
 th

e am
ou

n
t of cash

 brou
gh

t 
back h

om
e or sen

t as rem
ittan

ces th
at is spen

t on
 daily requ

ire-
m

en
ts, as w

ell as on
 th

e expen
ses th

at are in
cu

rred du
rin

g life-cycle 
even

ts. From
 an

oth
er perspective, w

e sh
ou

ld n
ot talk abou

t savin
gs 

bu
t u

n
derstan

d th
ese tran

saction
s as ‘loan

s’ advan
ced by th

e em
ploy-

er or a broker/con
tractor as paym

en
t for labou

r to be perform
ed later 

on
. Practices of n

eo-bon
dage are often

 th
e m

odus operandi of su
ch

 
w

ork con
tracts. W

h
ile it is qu

ite clear th
at th

e m
on

ey n
eeded for 

su
rvival is m

et from
 w

h
at m

igran
ts m

an
age to save, details of h

ow
 

fam
ily m

em
bers back h

om
e con

tribu
te to th

e cost of reprodu
ction

 
in

 term
s of ch

ild care, care for th
e old an

d th
e cost of m

edication
 in

 
th

e case of failin
g h

ealth
 are often

 n
ot taken

 in
to accou

n
t. Th

e kin
d 

of jobs for w
h

ich
 footloose labou

r qu
alifies m

akes th
em

 pron
e to 

disease, in
ju

ries an
d acciden

ts w
h

ich
 im

pair th
e ph

ysical an
d m

en
-

tal con
dition

 of w
orkers w

h
o, u

n
dern

ou
rish

ed an
d overw

orked, are 
already su

fferin
g from

 all kin
ds of h

ealth
 deficien

cies. 

In
 search

 of w
ork an

d
 sh

elter

Th
e people pu

sh
ed ou

t of agricu
ltu

re do n
ot give u

p th
e h

abitat 
w

h
ich

 keeps th
em

 em
bedded in

 th
e village of th

eir origin
; first an

d 
forem

ost, becau
se th

ey m
ay h

ave been
 accepted in

 th
e u

rban
 space 

as tem
porary w

orkers bu
t n

ot as residen
ts. It m

ean
s, of cou

rse, 
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tion
s th

at can
 on

ly take place du
rin

g th
e dry m

on
th

s of th
e year. Th

e 
sam

e goes for oth
er in

du
stries, ru

ral an
d u

rban
, carried ou

t u
n

der 
fair w

eath
er con

dition
s in

 th
e open

 air an
d for con

stru
ction

 w
ork: 

produ
ction

 com
es to a h

alt before th
e on

set of th
e m

on
soon

. A
s a 

m
atter of fact, labou

r circu
lation

 facilitates in
form

al sector activity 
an

d, also th
e oth

er w
ay rou

n
d, th

e progressive in
form

alization
 of 

th
e econ

om
y pu

ts a prem
iu

m
 on

 m
ovem

en
t by a h

igh
ly casu

alized 
w

ork force. 

C
on

du
cive to th

e on
goin

g n
atu

re of m
igration

/circu
lation

 is an
 

im
proved m

obility in
frastru

ctu
re: tran

sport by m
ech

an
ized veh

icles 
an

d com
m

u
n

ication
 on

 w
h

ere to go an
d w

h
at to do m

ade available 
at both

 th
e begin

n
in

g an
d th

e en
d of th

e rou
te. Th

e resu
lt is th

at 
distan

ce can
 be bridged in

 a relatively sh
ort tim

e by train
, bu

s or 
tru

ck w
h

ile, at th
e sam

e tim
e, travel costs h

ave gon
e dow

n
. H

avin
g 

said th
is, I w

ou
ld also like to poin

t ou
t th

at it is u
su

ally n
ot th

e 
em

ployer or h
is agen

t w
h

o bears th
e cost of th

e jou
rn

ey m
ade, bu

t 
th

e m
igran

ts th
em

selves. Ferryin
g th

em
 from

 th
e village to th

e w
ork 

site w
h

en
 th

ey are h
ired an

d back again
 w

h
en

 th
ey are fired in

volve 
expen

ses ch
arged to th

eir accou
n

t, addin
g to th

e debt w
h

ich
 is th

e 
start of th

e con
tract. Th

e poor resou
rce base of th

e m
assive arm

y 
forced to participate in

 th
e an

n
u

al trek to oth
er destin

ation
s to w

ork 
lon

g h
ou

rs at low
 pay rates is a direct con

sequ
en

ce of th
eir in

ability 
to qu

alify for better type of jobs yieldin
g h

igh
er in

com
es at h

om
e. 

For th
e large m

ajority of th
ese people, poorly edu

cated or totally 
illiterate, labou

r circu
lation

 is n
ot a free ch

oice, bu
t a stren

u
ou

s an
d 

tiresom
e expedition

 th
at h

as to be repeated again
 an

d again
, rarely 

rew
arded by gettin

g skilled or brin
gin

g back savin
gs th

at can
 be u

sed 
for produ

ctive in
vestm

en
t leadin

g to a m
ore secu

re econ
om

ic con
di-

tion
. C

ircu
lation

 is at best a su
rvival strategy, a rou

te taken
 to cope 

w
ith

 th
e th

reat of u
n

em
ploym

en
t an

d th
e lack of m

ean
s n

eeded to 
keep th

e h
ou

seh
old goin

g. 

W
h

en
, in

 th
e w

ake of In
dia’s In

depen
den

ce, lan
d reform

s w
ere car-

ried ou
t, as w

as prom
ised by th

e n
ation

alist leadersh
ip in

 its efforts 
to m

obilize th
e peasan

try for th
e stru

ggle again
st colon

ial ru
le, 

th
ose segm

en
ts of th

e ru
ral w

orkforce w
h

ich
 h

ad n
o or very little 

lan
d did n

ot ben
efit from

 th
e redistribu

tion
 of agrarian

 capital. 

h
arsh

n
ess of th

eir daily w
ork, from

 th
e bu

llyin
g of th

e em
ployer or 

h
is agen

t an
d from

 th
e n

aggin
g of n

eigh
bou

rs. 

C
ircu

latin
g m

igran
ts, h

ow
ever, are often

 m
ade to live w

ith
ou

t a 
proper sh

elter an
d do n

ot en
joy th

e com
fort of privacy. Th

is goes for 
th

e pow
er-loom

 w
orkers in

 Su
rat w

h
o sleep in

 a packed room
 in

 th
e 

com
pan

y of w
orkm

ates, con
stru

ction
 w

orkers w
h

o arran
ge a sort of 

bivou
ac at th

e bu
ildin

g site, brick m
akers w

h
o erect a m

akesh
ift h

u
t 

of broken
 an

d rejected bricks, gan
gs of paddy h

arvesters allow
ed to 

cook th
eir food an

d pass th
e n

igh
t in

 th
e farm

er’s cou
rtyard an

d th
e 

m
obile arm

y of su
garcan

e cu
tters w

h
o cam

p alon
g th

e roadside or 
in

 th
e open

 field in
 a ten

t of plastic can
vas sh

eets; for th
e du

ration
 

of th
e w

orkin
g season

 th
ey h

ave to m
ake do w

ith
ou

t drin
kin

g w
ater 

an
d toilet facilities. O

n
e w

orker h
ad th

e cou
rage to tell a grou

p of 
officials th

at h
ad com

e to fin
d ou

t abou
t th

e w
ay th

ey w
ere treated 

by th
e m

ill m
an

agem
en

t th
at ‘even

 dogs are better off’. Th
is w

as 
m

ore th
an

 tw
en

ty years ago, an
d sin

ce th
en

 n
oth

in
g h

as ch
an

ged. 
Bu

t th
e an

ger w
ith

 w
h

ich
 th

ese labou
r n

om
ads react to th

eir pligh
t 

of exploitation
 an

d su
bordin

ation
 sh

ow
s th

at th
ey are n

ot on
ly in

 
search

 of regu
lar jobs bu

t also in
 search

 of decen
cy an

d dign
ity. O

n
e 

w
on

ders w
h

at th
e prospects are for realizin

g th
ese am

bition
s w

h
ich

 
are fu

elled by th
e righ

tfu
l dem

an
d for a better qu

ality of life. Th
e 

degradation
 an

d deh
u

m
an

ization
 w

h
ich

 Polan
yi h

igh
ligh

ted as fea-
tu

res ch
aracteristic for th

e in
itial stage of th

e great tran
sform

ation
 

m
ade w

ay for a decisive im
provem

en
t in

 th
e fu

rth
er tran

sition
 to an

 
in

du
strial-u

rban
 livelih

ood in
 th

e A
tlan

tic w
orld. Th

e advan
ce m

ade 
in

 th
at direction

 so far does n
ot seem

 to give grou
n

d for optim
ism

 
abou

t a better fu
tu

re for th
e m

u
ch

 larger w
orkin

g classes of con
tem

-
porary A

sia.

W
h

at n
eeds to be em

ph
asized is th

e stron
g in

terdepen
den

ce th
at 

exists 
betw

een
 

th
e 

on
goin

g 
practice 

of 
labou

r 
circu

lation
 

an
d 

em
ploym

en
t in

 th
e in

form
al econ

om
ies of th

e globalized Sou
th

. 
R

ecru
itm

en
t of labou

r for a lim
ited tim

e period, lastin
g n

o lon
ger 

th
an

 on
e season

, is in
 lin

e w
ith

 th
e tim

e-bou
n

d n
atu

re of m
an

y in
for-

m
al sector operation

s: th
e h

arvestin
g of variou

s crops (su
ch

 as paddy, 
su

garcan
e, tobacco, cotton

, m
an

goes, etc.), th
e qu

arryin
g of ston

es, 
th

e m
ou

ldin
g of bricks or th

e m
an

u
factu

re of sea salt, are all opera-
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did n
oth

in
g to take care of people w

h
o w

ere m
ade footloose or to 

su
pport an

d protect th
em

 in
 th

eir search
 for w

ork an
d sh

elter.

In
form

alization
 as a strategy to red

u
ce labou

r cost 

Th
e in

itial u
n

derstan
din

g w
as th

at th
e in

form
al sector acted as a 

w
aitin

g room
 for m

igran
ts w

h
o h

ad fou
n

d th
eir w

ay to th
e u

rban
 

econ
om

y. G
row

in
g accu

stom
ed to th

e pace of u
rban

 life an
d w

ork, 
th

ey w
ere su

pposed to m
ove u

p in
 th

e labou
r h

ierarch
y. H

ow
ever, 

th
at scen

ario tu
rn

ed ou
t to h

ave been
 too optim

istic. W
h

ile a rap-
idly in

creasin
g flow

 of steady job seekers kept com
in

g, th
ey w

ere 
on

ly offered casu
al w

ork, rotated arou
n

d as tem
porary rath

er th
an

 
regu

lar h
an

ds. In
stead of fin

alizin
g th

eir m
igratory statu

s as n
ew

 
arrivals an

d fin
din

g a first n
ich

e from
 w

h
ich

 to u
pgrade th

em
selves 

in
 th

e u
rban

 econ
om

y, m
an

y of th
ose w

h
o en

ter th
e city h

ave to 
leave again

. If n
ot w

h
en

 th
e season

 or year ru
n

s ou
t, th

en
 w

h
en

 th
ey 

h
ave lost th

e labou
r pow

er n
eeded to h

an
g on

. Even
 if th

ey su
cceed 

in
 exten

din
g th

e du
ration

 of th
eir u

rban
 stay, in

 th
e en

d th
ey fail to 

escape from
 th

eir m
em

bersh
ip of a footloose arm

y. 

A
n

oth
er u

n
du

ly optim
istic n

otion
 w

as th
e su

ggestion
 th

at th
e in

for-
m

al sector is able to accom
m

odate an
y n

u
m

ber of n
ew

com
ers. Even

 
if th

e city is already flooded w
ith

 sh
oesh

in
e boys, ricksh

aw
-valas, 

con
stru

ction
 w

orkers, h
ead-loaders, street ven

dors, beggars an
d so 

on
, th

e prevalen
t n

otion
 is ‘n

o problem
’, m

ore can
 en

ter th
ese trades 

an
d fin

d a ready su
pply of cu

stom
ers w

illin
g to bu

y th
eir services. It 

is th
e m

yth
 of th

e in
fin

ite absorption
 capacity of th

e in
form

al sector 
an

d it is ju
st th

at: a m
yth

. U
n

em
ploym

en
t an

d u
n

derem
ploym

en
t of 

th
e footloose w

orkforce are h
igh

ly n
eglected issu

es w
h

ich
 requ

ire 
focu

sed an
d detailed in

vestigation
 to sh

ed ligh
t on

 th
is side of life at 

th
e u

rban
 an

d ru
ral bottom

 w
h

ich
 so far h

as rem
ain

ed in
 th

e sh
adow

. 
In

 m
y last rou

n
d of fieldw

ork in
 sou

th
 G

u
jarat, carried ou

t betw
een

 
2004 an

d 2006, I fou
n

d th
at both

 in
tra-ru

ral an
d ru

ral-u
rban

 labou
r 

circu
lation

 h
ad gon

e dow
n

 in
 th

e localities of m
y recu

rren
t research

. 
N

ot becau
se m

ore an
d better em

ploym
en

t opportu
n

ities h
ad locally 

becom
e available in

 or at sh
ort distan

ce aw
ay from

 th
e village bu

t, 
as I w

as told, becau
se m

igran
ts fou

n
d th

em
selves crow

ded ou
t of th

e 

Th
eir exclu

sion
 at th

at critical m
om

en
t of restru

ctu
rin

g ow
n

ersh
ip 

of resou
rces explain

s w
h

y th
ey rem

ain
ed bypassed in

 th
e processes 

of socio-econ
om

ic developm
en

t th
at cam

e abou
t du

rin
g th

e secon
d 

h
alf of th

e tw
en

tieth
 cen

tu
ry. Th

e N
C

R
L backed u

p its verdict in
 1991 

on
 th

e political an
d policy failu

re to stren
gth

en
 th

e asset-base of th
e 

ru
ral u

n
der-classes w

ith
 th

e follow
in

g statem
en

t:

Even
 a sm

all piece of lan
d can

 serve n
ot on

ly as a su
p-

plem
en

tary sou
rce of in

com
e for th

e ru
ral labou

r h
ou

se-
h

old, bu
t also as a sou

rce of secu
rity. Lan

d-base, h
ow

ever 
slen

der, can
 w

eaken
 th

e depen
den

cy syn
drom

e in
 th

e 
ru

ral settin
g. D

espite tw
o rou

n
ds of lan

d reform
 legisla-

tion
, th

e su
rplu

s lan
d acqu

ired an
d distribu

ted am
on

g 
th

e ru
ral poor w

as below
 2 per cen

t of total cu
ltivated 

area. Th
u

s, du
e to m

ost u
n

satisfactory im
plem

en
tation

 
of ceilin

g law
s in

 several of th
e States, th

e objective of 
acqu

irin
g su

rplu
s lan

d an
d distribu

tion
 am

on
g th

e lan
-

dless h
as n

ot been
 ach

ieved. M
oreover, th

ere w
as h

ardly 
an

y attem
pt to in

flu
en

ce th
e lan

d m
arket in

 favou
r of 

th
e ru

ral poor by advan
cin

g lon
g-term

 loan
s to th

em
 for 

pu
rch

ase of lan
d. (R

eport, vol. I, 1991: v-vi.)

A
fter In

depen
den

ce, th
e stalw

arts of th
e C

on
gress Party an

n
ou

n
ced 

th
at th

ere w
as sim

ply n
ot en

ou
gh

 lan
d to provide all peasan

t classes 
w

ith
 a viable h

oldin
g. Pressu

re on
 agrarian

 resou
rces h

ad already 
su

rpassed critical levels in
 m

ost region
s of th

e cou
n

try. In
stead of 

h
an

din
g ou

t tin
y plots w

h
ich

 w
ou

ld n
ot yield adequ

ate em
ploy-

m
en

t an
d in

com
e, th

e lan
d-poor an

d lan
dless w

ere told th
at a better 

fu
tu

re w
ou

ld aw
ait th

em
 ou

tside agricu
ltu

re, as m
ill h

an
ds in

 th
e 

city. Factories w
ere goin

g to open
 u

p to provide skilled an
d decen

t 
jobs for all th

ose w
h

ose labou
r pow

er h
ad becom

e redu
n

dan
t in

 th
e 

ru
ral econ

om
y. Th

e breakth
rou

gh
 to an

 u
rban

-in
du

strial m
ode of 

produ
ction

 appeared to take lon
ger th

an
 an

ticipated by th
e political 

design
ers an

d policy plan
n

ers, bu
t th

en
 th

e n
otion

 of an
 in

form
al 

sector w
as in

gen
u

ou
sly con

stru
ed as a stop-gap solu

tion
 to th

e prob-
lem

 of u
n

derprivileged con
tin

gen
ts w

h
o w

ere en
cou

raged to leave 
th

e villages in
 search

 of altern
ative em

ploym
en

t. Th
e state, h

ow
ever, 
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Earlier estim
ates th

at less th
an

 h
alf of th

e w
orkin

g popu
lation

 cam
e 

to depen
d for th

eir livelih
ood on

 th
e proceeds of th

e in
form

al sector 
h

ave sin
ce been

 revised to in
clu

de at least th
ree-qu

arters or even
 

m
ore th

an
 fou

r-fifth
s of all th

ose w
h

o are gain
fu

lly em
ployed. In

 
addition

 to dem
ograph

ic grow
th

, a com
plex of econ

om
ic an

d social 
m

ech
an

ism
s – m

ain
ly fragm

en
tation

 of lan
d h

oldin
gs an

d m
ech

an
i-

zation
 of farm

 w
ork - h

as led to a rapid fall in
 th

e volu
m

e of labou
r 

in
 agricu

ltu
re. Th

e recogn
ition

 of th
is tren

d h
as led to a recon

sid-
eration

 of th
e view

 th
at th

e process of tran
sform

ation
 in

 th
e Th

ird 
W

orld is essen
tially a delayed repetition

 of th
e in

du
strialization

 an
d 

u
rban

ization
 scen

ario th
at laid th

e fou
n

dation
s for th

e W
estern

 w
el-

fare state in
 th

e early tw
en

tieth
 cen

tu
ry. 

Th
is critical review

 of th
e in

itial n
otion

 of an
 evolu

tion
ary trajectory 

based on
 th

e W
estern

 m
odel h

as m
ajor policy im

plication
s. Th

e n
ew

 
political correctn

ess is to state th
at efforts sh

ou
ld n

o lon
ger focu

s on
 

form
alizin

g th
e labou

r system
. In

 a m
ajor deviation

 from
 th

e previ-
ou

s rou
te to developm

en
t, th

e su
ggestion

 n
ow

 is th
at th

e privileges 
en

joyed by an
 exceedin

gly sm
all proportion

 of th
e w

orkin
g popu

la-
tion

 m
u

st en
d. Th

e protection
 en

joyed by a van
gu

ard of th
e w

ork-
force, w

h
ich

 in
 Th

ird W
orld cou

n
tries represen

ts n
o m

ore th
an

 a 
ten

th
 of th

e total popu
lation

 livin
g on

 th
e sale of th

eir labou
r pow

er, 
is detrim

en
tal, accordin

g to th
is argu

m
en

t, to th
e efforts of th

e vast 
m

ajority to im
prove th

e con
dition

s in
 w

h
ich

 th
ey live. Th

is ‘u
n

fair’ 
com

petition
 cou

ld be avoided by abolish
in

g th
e secu

rity of em
ploy-

m
en

t, m
in

im
u

m
 w

ages, m
axim

u
m

 w
orkin

g h
ou

rs an
d secon

dary 
labou

r righ
ts w

h
ich

 u
su

ally apply in
 th

e form
al sector. 

Bu
t sh

ou
ld w

e n
ot th

en
 w

orry th
at th

in
gs w

ill get even
 w

orse? N
o. 

Th
ose w

h
o call for flexibility to give em

ployers a free h
an

d to h
ire 

an
d fire as th

ey please su
ggest th

at th
is approach

 w
ou

ld actu
ally 

lead to m
ore an

d better w
ork, an

d a rise in
 real w

ages. Th
e idea th

at 
efforts sh

ou
ld n

o lon
ger be focu

sed on
 in

creasin
g form

alization
 of 

th
e labou

r system
 seem

s to h
ave becom

e th
e received w

isdom
 in

 th
e 

m
ilieu

 of n
eo-liberal policy m

akers. A
n

alyses focu
sin

g on
 th

e positive 
side of th

e regim
e of econ

om
ic in

form
ality are design

ed to refu
te th

e 
idea th

at leavin
g th

e form
al sector an

d join
in

g th
e in

form
al sector 

w
ill au

tom
atically im

ply a deterioration
 in

 livin
g stan

dards. Su
ch

 

job m
arkets w

ith
 w

h
ich

 th
ey w

ere fam
iliar. I am

 in
clin

ed to read th
is 

as a sign
al th

at th
e in

form
al sector is gettin

g satu
rated w

ith
 an

 over-
su

pply of labou
r th

at is already in
 a state of reserve.

Polan
yi su

ggested th
at th

e free labou
r m

arket w
h

ich
 em

erged in
 

G
reat Britain

 w
ith

 th
e abolition

 of th
e poor law

 arran
gem

en
ts in

 
1830s – provision

s th
at h

ad discou
raged ou

tm
igration

 to u
rban

 
localities – w

as u
ltim

ately ben
eficial to th

e displaced segm
en

t of th
e 

w
orkforce:

N
o relief an

y lon
ger for th

e able-bodied u
n

em
ployed, n

o 
m

in
im

u
m

 w
ages eith

er, n
or a safegu

ardin
g of th

e righ
t 

to live. Labor sh
ou

ld be dealt w
ith

 as th
at w

h
ich

 it w
as, 

a com
m

odity w
h

ich
 m

u
st fin

d its price in
 th

e m
arket. 

(Polan
yi, 1944:117).

Th
e n

ew
 regim

e w
as h

arsh
 bu

t received praise in
 retrospect as a 

blessin
g in

 disgu
ise, becau

se th
e u

n
leash

ed m
arket organ

ization
 

becam
e cou

n
ter-produ

ctive an
d led in

evitably to th
e bu

ildin
g u

p of 
pressu

re for protection
. A

n
d th

is protection
ist cou

n
ter m

ovem
en

t, 
Polan

yi argu
es, w

as a reaction
 again

st a dislocation
 w

h
ich

 attacked 
th

e fabric of society, an
d w

h
ich

 in
 th

e en
d w

ou
ld h

ave destroyed 
th

e very organ
ization

 of produ
ction

 th
at th

e m
arket h

ad called in
to 

bein
g. Is th

is th
en

 th
e ch

an
ge for better tim

es to com
e th

at can
 be 

discern
ed in

 th
e boom

in
g econ

om
ies of A

sia today? O
n

e w
on

ders if it 
is really possible for th

e vast m
asses redu

n
dan

t in
 th

eir ru
ral h

abitat 
to opt ou

t an
d fin

d regu
lar em

ploym
en

t elsew
h

ere. W
h

at I ten
d to 

see is a su
pply of labou

r far in
 excess to th

e stru
ctu

ral dem
an

d for 
th

is factor of produ
ction

. It h
elps to explain

 w
h

y a bottom
 segm

en
t 

of lan
d-poor an

d lan
dless peasan

ts do n
ot drift arou

n
d freely in

 th
e 

labou
r m

arket bu
t rem

ain
 as a casu

alized w
orkforce bon

ded in
 debt 

(Brem
an

, 2007). Th
ey are m

ade m
obile in

 a state of im
m

obility. Th
is 

leads m
e to ch

allen
ge th

e assu
m

ption
 th

at th
e kin

d of restless circu
-

lation
 in

 w
h

ich
 a su

bstan
tial part of m

an
kin

d is presen
tly in

volved 
w

ill be replaced by a decen
t an

d dign
ified w

ork regim
e th

at offers 
secu

rity an
d protection

 for th
e labou

rin
g poor as it did on

e cen
tu

ry 
ago in

 th
e A

tlan
tic w

orld. 
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H
eraldin

g departu
re from

 h
om

e as th
e w

ay ou
t of poverty, th

e W
orld 

D
evelopm

en
t R

eport (2009:163) stron
gly con

dem
n

s w
h

at it calls th
e 

settin
g u

p of barriers again
st labou

r m
obility. Efforts to in

crease 
ru

ral 
em

ploym
en

t 
opportu

n
ities 

su
ch

 
as 

th
e 

n
ew

ly 
in

trodu
ced 

sch
em

e in
 In

dia to gen
erate pu

blic w
orks, are rejected as a w

aste 
of tim

e an
d m

on
ey, ill-advised becau

se su
ch

 in
terven

tion
s ten

d to 
u

n
dercu

t th
e free flow

 of labou
r praised as bein

g in
 th

e best in
terests 

of all parties con
cern

ed. In
 a sh

arp critiqu
e of th

e Ban
k’s ju

dgm
en

t, 
th

e ben
eficial side of th

e N
ation

al R
u

ral Em
ploym

en
t G

u
aran

tee A
ct 

(N
R

EG
A

s) is brou
gh

t to th
e fore:

M
edia reports sin

ce th
e in

trodu
ction

 to th
e program

m
e 

in
dicate th

at in
 m

an
y areas of th

e cou
n

try, th
e N

R
EG

S, 
described by th

e R
eport as retardin

g labou
r m

obility, 
h

as en
h

an
ced th

e con
fiden

ce of ru
ral w

orkers w
h

o h
ave 

in
ten

sified th
eir dem

an
ds for h

igh
er w

ages. In
 failin

g 
to referen

ce th
e politics beh

in
d th

e N
R

EG
S, th

e R
eport 

effectively disavow
s su

ch
 stru

ggles an
d th

eir (h
ow

ever 
lim

ited) su
ccess in

 w
in

n
in

g a m
odicu

m
 of righ

ts an
d 

th
ereby 

a 
“spatial” 

advan
tage 

for 
m

igran
t 

w
orkers. 

R
epresen

tation
s in

 th
e R

eport of th
is policy an

d practice 
as ill-con

ceived effectively erase n
ot on

ly th
e (em

otion
al 

an
d ph

ysical) in
ju

ries th
at becom

in
g m

obile en
tails for 

large n
u

m
bers of people, bu

t also th
e respon

siven
ess of 

govern
m

en
ts to dem

ocratic pressu
re. (M

arigan
ti et al. 

,2009:51).

O
f cou

rse, togeth
er w

ith
 oth

er policy m
akers, th

e W
orld Ban

k is fu
lly 

aw
are th

at m
igran

ts requ
ire at least a footh

old to en
able th

em
 to 

settle dow
n

 m
ore perm

an
en

tly in
 th

e u
rban

 m
ilieu

. By n
ot atten

d-
in

g to th
eir basic n

eeds, th
e n

ew
ly arrived m

ay fin
d th

e terrain
 to 

w
h

ich
 th

ey h
ave com

e n
ot con

gen
ial for stayin

g on
. W

ith
ou

t access 
to m

in
im

al w
elfare services su

ch
 as ch

eap sh
elter an

d food su
bsidies 

m
ade available to oth

er in
h

abitan
ts, th

e cost of lon
g-term

 city life 
becom

es proh
ibitively h

igh
. Th

e sam
e logic su

ggests th
at gran

tin
g 

property righ
ts an

d ten
u

re secu
rity to th

e plots on
 w

h
ich

 th
e slu

m
 

dw
ellers h

ave bu
ilt th

eir sh
elter – leaves clearly taken

 from
 D

e Soto’s 
n

otebook (Brem
an

, 2003) - h
elps m

igran
ts to ease th

eir jou
rn

ey alon
g 

a view
 often

 ten
ds to cu

lm
in

ate in
 an

 ode to th
e virtu

es of m
icro-

en
terprise an

d self-em
ploym

en
t. Th

e W
orld Ban

k h
as been

 a leadin
g 

propon
en

t of th
e policy of in

form
alization

, w
h

ich
 goes togeth

er w
ith

 
th

e erosion
 of th

e righ
ts of form

al sector w
orkers. Th

is w
as th

e basic 
m

essage of th
e W

orld D
evelopm

ent Report 1995, w
h

ich
 discu

sses th
e 

position
 of labou

r in
 th

e globalized econ
om

y.

In
sistin

g on
 m

igration
 as th

e road
m

ap
 to p

rogress

Th
e W

orld Ban
k is in

 th
e forefron

t of all th
ose w

h
o argu

e th
at 

becau
se of th

e pressu
re on

 agrarian
 resou

rces - th
e m

an
-lan

d ratio is 
becom

in
g even

 m
ore u

n
favou

rable th
an

 it h
as been

 for a lon
g tim

e 
already - m

igration
 to w

h
erever n

on
-agrarian

 w
ork an

d in
com

e can
 

be fou
n

d is a m
u

st. A
ctu

ally, th
e verdict is m

ore positive th
an

 th
at 

an
d is su

m
m

ed u
p in

 th
e latest W

orld D
evelopm

ent Report (2009). Th
e 

case of C
h

in
a in

 particu
lar is su

pposed to h
ave dem

on
strated th

at th
e 

exodu
s of h

u
ge con

tin
gen

ts of labou
r (at a figu

re of m
ore th

an
 150-

200 m
illion

 by 2008) from
 th

e ru
ral h

in
terlan

d to th
e u

rban
 grow

th
 

poles is a w
in

-w
in

 situ
ation

 for all stakeh
olders: for m

igran
ts w

h
o get 

m
ore em

ploym
en

t an
d h

igh
er w

ages, for th
e places of destin

ation
 

in
 n

eed of m
ore m

an
pow

er th
an

 locally available an
d for th

e places 
of origin

 w
h

ich
 stan

d to ben
efit from

 rem
ittan

ces sen
t back h

om
e. 

In
 offerin

g its recipe of large-scale labou
r m

obility as a pro-grow
th

 
strategy, th

e Ban
k h

as carefu
lly refrain

ed from
 referrin

g to eviden
ce 

th
at sh

ow
s w

h
at m

igran
ts often

 lose rath
er th

an
 w

in
. In

 th
e first 

place becau
se departu

re of m
an

y lan
dless an

d lan
d-poor peasan

ts 
is a form

 of distress m
igration

, aw
ay from

 m
isery or even

 destitu
-

tion
 w

ith
ou

t n
ecessarily resu

ltin
g in

 better w
ork an

d h
igh

er w
ages. 

It is an
 escape for th

e du
ration

 of a season
, a sh

ort-term
 rem

edy in
 

respon
se to th

e stru
ctu

ral lack of w
h

erew
ith

al to su
rvive by stayin

g 
pu

t. For m
an

y of th
em

, m
igration

 is bou
n

d to rem
ain

 circu
lar in

 
n

atu
re becau

se of th
e dearth

 of ph
ysical an

d social capital to settle 
dow

n
 elsew

h
ere. Th

e decision
 to leave is also n

ot based on
 th

e exer-
cise of free bu

t of forced ch
oice im

posed by th
e n

eed to sell on
e’s 

labou
r pow

er in
 advan

ce an
d th

u
s becom

e en
trapped in

 a relation
-

sh
ip of debt bon

dage (Brem
an

 et al. 2009). 
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rivers are dam
m

ed, w
h

ere earth
 h

as to be m
oved to dig 

can
als or lay pipelin

es, w
h

ere roads h
ave to be laid or 

bridges an
d viadu

cts bu
ilt, an

d so on
. Th

ey live an
d w

ork 
at th

ese sites as lon
g as th

e job lasts. Th
e rest of th

e tim
e 

th
ey are con

fin
ed in

 slu
m

-like spraw
lin

g settlem
en

ts 
of th

e frin
ges of villages, squ

attin
g w

ith
 n

o legal title, 
w

aitin
g u

n
til th

e call com
es for th

em
 to leave again

. If 
th

e w
ork is relatively close to h

om
e th

ey com
m

u
te back 

an
d forth

 each
 day, if it is farth

er afield th
ey stay aw

ay 
lon

ger, som
etim

es for w
h

ole season
s. Bu

t soon
er or later 

th
e w

ork is com
pleted again

 an
d th

ey retu
rn

 to th
eir 

w
aitin

g room
 th

at lies beyon
d th

e pu
rview

 of politician
s 

an
d policy-m

akers. (Brem
an

, 2007:409). 

Th
ose w

h
o m

an
age to gain

 a footh
old in

 on
e of th

e m
ore regu

larized 
slu

m
s belon

g to th
e som

ew
h

at better-off category of m
igran

ts. It does 
n

ot m
ean

, h
ow

ever, th
at th

ey h
ave fou

n
d a m

ore perm
an

en
t n

ich
e in

 
w

h
ich

 th
ey are safe from

 forced rem
oval. Even

 w
h

en
 th

ey are pu
t on

 
record in

 th
e m

u
n

icipal books, th
eir h

ou
ses get dem

olish
ed becau

se 
th

e ch
eap lan

d th
ey occu

py becom
es a target for real estate dealers 

or bu
ildin

g con
tractors w

h
o terrorize th

e slu
m

-dw
ellers to vacate 

an
d m

ove off. Th
e h

ostile reception
 aw

aitin
g resou

rceless m
igran

ts 
in

 th
e u

rban
 aren

a is in
spired also by n

ew
 civic m

ovem
en

ts lau
n

ch
ed 

by bou
rgeois an

d politically w
ell-con

n
ected section

s of th
e popu

la-
tion

 to disen
fran

ch
ise slu

m
 dw

ellers argu
in

g th
at th

eir illegal statu
s 

poses a th
reat to th

e m
ain

ten
an

ce of law
 an

d order (M
ah

adevia 2008, 
ch

s.12 an
d 18). Th

e labou
r pow

er of th
ese ou

tsiders is requ
ired, on

 
an

d off, bu
t n

ot th
eir cu

m
bersom

e an
d defilin

g presen
ce as regu

lar 
in

h
abitan

ts. 

Th
e grow

in
g prosperity of th

e m
ore w

ell-to-do, livin
g far above th

e 
poverty lin

e, h
as en

cou
raged local govern

m
en

ts to design
 projects 

for th
e beau

tification
 of city space. A

 clear exam
ple is th

e corpora-
tion

 in
 A

h
m

edabad, set u
p as a pu

blic-private partn
ersh

ip to develop 
th

e ban
ks of th

e Sabarm
ati river, bifu

rcatin
g th

e city in
to a rest 

an
d recreation

 zon
e for its m

iddle-class citizen
s. Sh

oppin
g m

alls, 
cin

em
as, playgrou

n
ds for ch

ildren
, fou

n
tain

s an
d statu

es are goin
g 

to decorate th
e bou

levard on
 both

 sides of th
e river alon

g w
h

ich
 

th
e w

in
din

g road leadin
g to th

eir acceptan
ce as regu

larized u
rban

 
residen

ts en
dow

ed w
ith

 a legal statu
s. Th

e qu
estion

, of cou
rse, is to 

w
h

at exten
t is th

is m
in

im
u

m
 packet presen

ted in
 th

e Ban
k’s docu

-
m

en
t as ‘selective in

terven
tion

s’ pu
t in

to practice? H
ardly or n

ot at 
all, it seem

s. 

W
h

ile th
e pressu

re on
 resou

rces in
 th

e ru
ral h

in
terlan

d is bu
ildin

g 
u

p, th
e grow

th
 rate of th

e u
rban

 popu
lation

 in
 In

dia is, con
trary 

to w
h

at w
e w

ou
ld expect, n

ot risin
g bu

t declin
in

g. W
h

y is th
at? 

A
ccordin

g to K
u

n
du

 it is n
ot becau

se labou
r m

obility is goin
g dow

n
 

(2003). Th
e restru

ctu
rin

g of th
e balan

ce betw
een

 cou
n

tryside an
d 

tow
n

 appears to taper off, h
e su

ggests, becau
se th

e u
rban

 aren
a h

as 
tu

rn
ed m

arkedly h
ostile to ou

tsiders w
h

o h
ave com

e n
ot on

ly to w
ork 

bu
t also to occu

py space for th
eir livelih

ood. Fin
din

g access to agen
-

cies ch
arged w

ith
 issu

in
g perm

its requ
ired for u

rban
 citizen

sh
ip is 

n
ext to im

possible for slu
m

 dw
ellers, blam

ed from
 day on

e as squ
at-

ters w
ith

 n
o righ

t to th
e w

aste lan
d, eith

er in
 pu

blic or private h
an

ds, 
on

 w
h

ich
 th

ey h
ave bu

ilt th
eir m

akesh
ift sh

elter. Th
e space th

ey 
en

croach
 is requ

ired for bu
ildin

g roads, bridges, can
als an

d pow
er 

station
s as part of an

 expan
din

g u
rban

 in
frastru

ctu
re, or is taken

 
u

p by h
ou

sin
g colon

ies for people w
ith

 h
igh

er an
d regu

lar in
com

es. 
Th

e squ
atters are forced to leave again

 before th
e con

stru
ction

 w
orks 

begin
. D

riftin
g arou

n
d th

e ou
tskirts of th

e city, th
ey h

ave to keep a 
low

 profile becau
se th

ey can
n

ot afford to bu
y th

e plot on
 w

h
ich

 th
ey 

erect a bivou
ac of sorts sin

ce lan
d prices are far beyon

d th
eir bu

dget. 
W

ith
ou

t assets an
d con

tacts w
ith

 th
e m

u
n

icipal au
th

orities, th
ese 

settlers do n
ot, of cou

rse, qu
alify for property righ

ts an
d ten

u
re secu

-
rity. Th

ey are w
h

at I h
ave called n

ow
h

ere people, driftin
g arou

n
d in

 
a n

ow
h

ere lan
dscape. R

eportin
g on

 th
e ou

tcom
e of m

y fieldw
ork 

fin
din

gs in
 ru

ral sou
th

 G
u

jarat, I observed th
at:

Th
ese w

orkin
g m

en
, w

om
en

 an
d ch

ildren
 are som

e-
tim

es n
eeded in

 th
e tow

n
s an

d som
etim

es in
 th

e cou
n

-
tryside. Som

etim
es th

ey are pu
t to w

ork in
 th

e obscu
re 

an
d degraded lan

dscape in
 betw

een
 th

ese tw
o extrem

es: 
alon

gside 
th

e 
h

igh
w

ays 
an

d 
railw

ay 
lin

es, 
in

 
agro-

in
du

strial en
claves, brick kiln

s, qu
arries an

d saltpan
s, 

gath
ered togeth

er in
 tem

porary cam
ps th

at arise w
h

ere 
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to th
e deprived castes an

d com
m

u
n

ities w
h

ich
 is th

e social iden
tity 

of th
e low

er segm
en

ts of th
e labou

r force in
 th

e in
form

al econ
om

y.

Flexibilization
 of em

ploym
en

t an
d deregu

lation
 of th

e econ
om

y is 
said to h

ave resu
lted in

 brin
gin

g dow
n

 th
e n

u
m

ber of people in
 In

dia 
w

h
o su

rvive below
 th

e poverty lin
e, an

d statistics are produ
ced to 

back u
p th

is w
elcom

e m
essage. It is a m

ystifyin
g operation

 m
ean

t 
to disgu

ise th
e fact th

at life h
as n

ot becom
e better for th

e h
u

ge 
u

n
derclasses rotatin

g arou
n

d a variety of w
ork-sites in

 th
e in

form
al 

sector. Th
e N

C
EU

S reported th
at at th

e en
d of 2004-05 abou

t 836 m
il-

lion
 or 77 per cen

t of th
e popu

lation
 h

ad to m
ake do w

ith
 less th

an
 

20 ru
pees per day, i.e. less th

an
 h

alf a dollar per capita. Th
ese people 

are th
e backbon

e of In
dia’s in

form
al econ

om
y an

d th
eir life in

 abject 
poverty w

as con
dition

ed by th
e lack of an

y legal protection
 of th

eir 
jobs an

d th
e absen

ce of decen
t stan

dards of em
ploym

en
t an

d social 
secu

rity. Th
e m

em
bers of th

is N
ation

al C
om

m
ission

 do n
ot h

esitate 
to iden

tify m
igran

ts as on
e of th

e m
ost vu

ln
erable segm

en
ts w

ith
in

 
th

e w
orkforce:

M
igran

t w
orkers, particu

larly at th
e low

er en
d, in

clu
din

g casu
al 

labou
rers an

d w
age w

orkers in
 in

du
stries an

d con
stru

ction
 sites, 

face adverse w
ork as w

ell as livin
g con

dition
s. Th

is grou
p is h

igh
ly 

disadvan
taged becau

se th
ey are largely en

gaged in
 th

e u
n

organ
-

ised sector w
ith

 w
eakly im

plem
en

ted labou
r law

s. M
igration

 often
 

in
volves lon

ger w
orkin

g h
ou

rs, poor livin
g con

dition
s, social isola-

tion
 an

d in
adequ

ate access to basic am
en

ities…
 Th

ese grou
ps of 

m
igran

ts are ch
aracterized by m

eagre ph
ysical an

d h
u

m
an

 capital 
an

d belon
g to socially deprived grou

ps su
ch

 as Sch
edu

led C
astes (SC

s) 
an

d Sch
edu

led Tribes (STs) an
d w

eaker grou
ps su

ch
 as th

e w
om

en
. 

(N
C

EU
S R

eport on
 C

on
dition

s of W
ork an

d Prom
otion

 of Livelih
oods 

in
 th

e U
n

organ
ised Sector, 2007: 97.)

A
lth

ou
gh

 floatin
g arou

n
d in

 large n
u

m
bers, th

eir presen
ce is often

 
n

ot ackn
ow

ledged an
d th

eir m
u

ted voices rem
ain

 u
n

h
eard. Th

ey 
are redu

n
dan

t in
 a labou

r m
arket th

at is already flooded w
ith

 m
en

, 
w

om
en

 an
d ch

ildren
 w

h
o con

stitu
te th

e reserve footloose arm
y. Bu

t 
th

e den
igration

 sh
ow

n
 to th

em
 is related also to th

eir in
ferior statu

s 
in

 th
e social h

ierarch
y. O

f relevan
ce h

ere is th
e in

terrelation
sh

ip th
at 

K
an

n
an

, a M
em

ber of th
e N

C
EU

S, h
as traced betw

een
 th

e regim
e of 

m
iddle-class citizen

s w
ill stroll an

d spen
d th

eir leisu
re tim

e. Th
e 

price paid for th
e good life is at th

e cost of th
e poor w

h
o h

ad set-
tled on

 th
e riverban

ks. H
u

n
dreds of h

ou
seh

olds h
ave been

 evicted, 
to be resettled in

 a sw
am

p far ou
tside A

h
m

edabad. H
ere I fou

n
d 

th
em

 at th
e en

d of Septem
ber 2009, deprived of th

e basic am
en

ities 
th

at m
ake life som

ew
h

at decen
t an

d tryin
g desperately to h

old on
 

to th
eir n

ich
e in

 th
e u

rban
 job m

arket as h
aw

kers, secu
rity gu

ards, 
h

ou
sem

aids, ricksh
aw

 drivers, garbage collectors, w
aste pickers an

d 
su

ch
 like. 

B
lockin

g access to m
ain

stream
 society

Th
e N

C
R

L report of 1991 h
eld th

e slow
 in

crease in
 per capita in

com
e, 

as 
w

ell 
as 

th
e 

labou
r-u

n
frien

dly 
policy 

fram
ew

ork, 
respon

sible 
for th

e deprivation
 in

 w
h

ich
 th

e low
er classes in

 th
e cou

n
tryside 

rem
ain

ed 
stu

ck 
an

d 
con

clu
ded 

th
at 

th
e 

trickle-dow
n

 
effects 

of 
grow

th
 h

ad been
 n

egligible for In
dia’s ru

ral poor. Th
is assessm

en
t 

cam
e after m

ore th
an

 fou
r decades of developm

en
t praxis as speci-

fied in
 th

e five-year plan
n

in
g docu

m
en

ts th
at form

ed th
e directory 

for th
e policies to be follow

ed. A
 m

ajor sh
ift cam

e w
h

en
, u

n
der th

e 
spell of th

e n
eo-liberal doctrin

e from
 th

e 1980s on
w

ards, th
e state 

retreated from
 in

terferen
ce in

 th
e bu

sin
ess of econ

om
ic grow

th
 - 

at least, as far as th
e in

terests of labou
r, n

ot th
ose of capital, w

ere 
con

cern
ed - to leave th

e field open
 for th

e free in
terplay of m

arket 
forces. It essen

tially m
ean

t relyin
g on

 a totally differen
t approach

 to 
poverty alleviation

, su
ggestin

g th
at rath

er th
an

 th
e problem

, in
for-

m
ality is th

e solu
tion

 in
 th

e attem
pt to raise produ

ction
 an

d gen
er-

ate m
ore an

d better em
ploym

en
t opportu

n
ities. Th

e restru
ctu

rin
g 

w
h

ich
 w

en
t on

 explain
s w

h
y th

e N
ational Com

m
ission on Enterprises in 

the U
norganised Sector (N

C
EU

S) fou
n

d th
at by 2008 93 per cen

t of th
e 

total w
orkforce in

 In
dia h

ad becom
e depen

den
t for its livelih

ood, 
eith

er as w
aged labou

r or as self-em
ployed earn

ers, on
 th

e in
form

al 
sector of th

e econ
om

y. It sh
ou

ld im
m

ediately be poin
ted ou

t th
at 

n
ot all of th

em
 are livin

g in
 dire circu

m
stan

ces. A
ctu

ally, a sizable 
category en

joys h
igh

er in
com

es th
an

 th
e low

er grades of form
al sec-

tor w
orkers. Bu

t th
ese better-paid w

orkers do gen
erally n

ot belon
g 
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from
 th

e capital w
h

ich
 is accu

m
u

lated in
 th

eir dom
ain

 beyon
d th

e 
pu

rview
 of th

e state. O
f cou

rse, th
ese tran

saction
s rem

ain
 h

idden
 to 

th
e pu

blic eye an
d fail to tu

rn
 u

p in
 th

e database produ
ced by form

al 
sector agen

cies. It is on
e of th

e reason
s w

h
y su

ch
 tailored fin

din
gs 

are a poor reflection
 of w

h
at goes on

 in
 th

e real econ
om

y, w
h

ich
 is 

for a very large part in
form

al.

It sh
ou

ld com
e as n

o su
rprise th

at, as reported by th
e N

C
EU

S, poverty 
lin

gers on
 m

u
ch

 m
ore m

assively th
an

 is ackn
ow

ledged by th
ose w

h
o 

h
ave pu

t th
eir faith

 in
 th

e kin
d of w

ish
fu

l th
in

kin
g w

h
ich

 su
ggests 

th
at th

e percen
tage of people u

n
able to satisfy th

eir basic n
eeds h

as 
decreased. A

s before, n
ew

 sch
em

es h
ave been

 an
n

ou
n

ced prom
isin

g 
th

at life w
ill also becom

e better for all th
ose w

h
o h

ave n
ot ben

efited 
m

u
ch

, or even
 at all, from

 th
e grow

th
 of th

e steadily in
form

alized 
econ

om
y. Th

e N
ation

al R
u

ral Em
ploym

en
t G

u
aran

tee A
ct is m

ean
t 

to provide w
ork an

d in
com

e for h
ou

seh
olds belon

gin
g to th

e lan
d-

poor an
d lan

dless u
n

derclasses in
 th

e cou
n

tryside. It is still too early 
to tell w

h
eth

er it w
ill be able to stem

 th
e tide of circu

lar m
igration

. 
O

f sim
ilar im

portan
ce is th

e in
trodu

ction
 of social secu

rity provi-
sion

s for th
e w

orkforce in
 th

e in
form

al sector. A
lready th

e N
C

R
L 

com
m

en
ted in

 its 1991 report th
at su

ch
 a sch

em
e w

as lon
g overdu

e:

Th
e 

expen
ditu

re 
on

 
social 

secu
rity 

in
 

In
dia 

h
ardly 

accou
n

ts for 2.5 per cen
t of G

D
P. Th

is is am
on

g th
e 

low
est in

 th
e w

orld. M
ost of th

e social secu
rity ben

efits 
from

 th
is m

eagre allocation
 accru

e to th
e w

ell organ
-

ised u
rban

 w
ork force, w

h
o accou

n
t for on

ly on
e-ten

th
 

of th
e total w

ork force. H
ow

ever, th
ere is n

ow
 a grow

-
in

g realisation
 am

on
g th

e States an
d th

e C
en

tre abou
t 

th
e n

eed to provide adequ
ate social secu

rity to th
e 

ru
ral labou

r. A
 w

ide variety of social secu
rity sch

em
es 

for ru
ral labou

r are cu
rren

tly in
 operation

 in
 differen

t 
States, alth

ou
gh

 th
e coverage an

d th
e scale of assistan

ce 
are far from

 bein
g adequ

ate. (N
C

LR
 vol..I, 1991:viii.)

It h
as taken

 m
ore tim

e th
an

 su
ggested in

 th
is passage. N

early tw
o 

decades later, in
 order to cope w

ith
 adversities th

at are a regu
lar 

featu
re of th

e w
orkin

g poor, th
e N

C
EU

S took th
e lead in

 fram
in

g 
a social secu

rity bill to redu
ce th

e vu
ln

erability w
h

ich
 keeps th

ese 

poverty an
d th

e social stru
ctu

re based on
 in

equ
ality (K

an
n

an
, 2008). 

O
n

-goin
g labou

r circu
lation

 an
d lack of represen

tation
 rein

force 
each

 oth
er in

 a viciou
s circle. Th

e con
stan

t com
in

g in
 an

d goin
g off 

again
 pre-em

pts th
e bu

ildin
g u

p of coh
esion

 an
d m

u
tu

al tru
st th

at 
w

orkers n
eed to en

gage in
 collective action

. K
eepin

g th
e w

orkforce 
in

 a state of flu
x by in

stan
t h

ire an
d fire procedu

res is a strategy 
to w

h
ich

 em
ployers or th

eir agen
ts resort in

 order to avoid bein
g 

con
fron

ted by th
e politics of solidarity from

 below
. W

h
ile th

e w
ork-

force th
u

s rem
ain

s u
n

organ
ized, th

ose w
h

o m
ake u

se of th
eir casu

al 
labou

r pow
er fin

d w
ays an

d m
ean

s to coordin
ate th

eir action
. To 

call th
e in

form
al sector u

n
organ

ized is to overlook h
ow

 em
ployers 

operatin
g in

 th
is vast terrain

 m
an

age to lay dow
n

 th
e term

s of th
e 

con
tract by en

gagin
g in

 collective action
. 

Fragm
en

tation
 is th

e ou
tcom

e of a strategy of recru
itm

en
t th

at 
brin

gs togeth
er a h

eterogen
eou

s w
orkforce, in

tern
ally separated by 

h
avin

g n
o oth

er option
 th

an
 to articu

late th
eir prim

ordial loyalties. 
In

 th
eir effort to realize a better deal for th

em
selves, th

e diverse sec-
tion

s do n
ot close ran

ks bu
t fall prey to com

petin
g w

ith
 each

 oth
er in

 
th

e n
arrow

 bargain
in

g space left to th
em

. A
n

d if th
ey rise to th

e occa-
sion

, stan
d u

p to figh
t for steady jobs, h

igh
er pay, a basic dign

ity, 
th

ey are dealt w
ith

 as a law
 an

d order problem
 an

d h
ave to face th

e 
ire of th

e em
ployers as w

ell as th
e h

eavy h
an

d of th
e state in

toleran
t 

of dem
on

stration
s of ‘in

disciplin
e’. 

Sin
ce in

form
ality is m

ain
ly, if n

ot exclu
sively, discu

ssed as a ph
e-

n
om

en
on

 of th
e econ

om
y, I w

an
t to argu

e th
at it is a dim

en
sion

 of 
govern

an
ce as w

ell. W
h

ile pu
blic space an

d pu
blic in

stitu
tion

s h
ave 

sh
ru

n
k w

ith
 th

e retreat of th
e state, m

an
y politician

s an
d bu

reau
-

crats cash
 in

 on
 th

eir role as civil servan
ts to lin

e th
eir ow

n
 pockets. 

Tu
rn

in
g pu

blic pow
er in

to private gain
 is th

e sort of frau
d th

at is 
criticized w

h
en

 in
du

lged in
 by h

igh
-ran

kin
g officials an

d pow
er bro-

kers, bu
t it is at th

e low
er ech

elon
s of th

e govern
m

en
t m

ach
in

ery, at 
th

e district an
d su

b-district levels, th
at w

e h
ave to focu

s ou
r atten

-
tion

 on
 th

e w
h

eelin
g an

d dealin
g of petty bu

reau
crats an

d political 
cadre. In

 collu
sion

 w
ith

 vested in
terests, th

is set of local in
flu

en
tials  

operates at th
e in

terface betw
een

 th
e in

form
al an

d form
al sector 

in
stitu

tion
s an

d m
an

ipu
lates th

eir legal stan
din

g to take illegal cu
ts 
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catastroph
e w

h
ich

 follow
ed in

 th
e w

ake of th
e In

du
strial 

R
evolu

tion
 in

 En
glan

d. M
oreover, th

e C
on

tin
en

t w
as 

in
du

strialized at a tim
e w

h
en

 adju
stm

en
t to th

e n
ew

 
produ

ctive tech
n

iqu
es h

ad already becom
e possible, 

th
an

ks, alm
ost exclu

sively, to th
e im

itation
s of En

glish
 

m
eth

ods of social protection
. (1944:175).

C
an

 a sim
ilar tu

rn
in

g poin
t be expected in

 A
sia n

ow
 th

at th
e lan

d-
poor an

d lan
dless, redu

n
dan

t in
 agricu

ltu
re an

d in
 th

e cou
n

tryside, 
are driven

 ou
t in

 su
ch

 m
assive n

u
m

bers? I h
appen

 to be qu
ite scepti-

cal abou
t su

ch
 an

 optim
istic forecast. Polan

yi en
ded h

is treatise on
 

a h
opefu

l n
ote w

h
en

 h
e con

clu
ded th

at th
e econ

om
ic system

 h
as 

ceased to lay dow
n

 th
e law

 to society an
d th

at th
e prim

acy of society 
over th

at system
 is secu

red on
ce an

d for all. H
e illu

strated th
e tri-

u
m

ph
 of society over th

e m
arket w

ith
 th

e statem
en

t th
at ‘n

ot on
ly 

con
dition

s in
 th

e factory, h
ou

rs of w
ork, an

d m
odalities of con

tract, 
bu

t th
e basic w

age itself are determ
in

ed ou
tside th

e m
arket’. O

f 
cou

rse, in
 th

e ligh
t of th

e labou
r regim

es prevalen
t in

 con
tem

porary 
A

sia, th
is is an

 u
n

ten
able proposition

. A
t least in

 th
e settin

g of A
sia, 

w
e seem

 to be back again
 in

 th
e first an

d u
gly ph

ase of th
e great 

tran
sform

ation
. 

A
 m

ajor featu
re of m

y an
alysis h

as focu
sed on

 circu
lation

 in
 com

bin
a-

tion
 w

ith
 in

form
alization

, w
h

ich
 I h

ave in
terpreted as w

ays to organ
-

ize econ
om

ic activity w
ith

 a h
igh

 retu
rn

 to capital an
d an

 excessively 
low

 retu
rn

 to labou
r. A

 m
ore even

 distribu
tion

 of th
e rew

ards gain
ed 

by both
 factors of produ

ction
 w

ou
ld be a h

opefu
l sign

 bu
t is difficu

lt 
to discern

. Th
e h

u
ge bu

t also h
igh

ly differen
tiated an

d fragm
en

ted 
w

orkforce in
 th

e in
form

al sector of A
sia’s econ

om
y h

as n
ot been

 
able to w

ith
stan

d th
e on

slau
gh

t of th
e free m

arket, let alon
e com

e 
togeth

er on
 a com

m
on

 platform
. Th

e cou
n

tervailin
g pow

er of col-
lective action

 to w
h

ich
 Polan

yi, qu
ite correctly, attribu

ted so m
u

ch
 

w
eigh

t in
 reversin

g th
e trajectory of pau

perization
 is still to m

ake 
itself m

an
ifest. In

 a critical essay Parry argu
es th

at Polan
yi h

as u
n

der-
stated th

e form
idable obstacles th

at “active society” m
u

st con
fron

t 
in

 its qu
est to rein

 in
 th

e m
arket n

or did h
e adequ

ately explain
 h

ow
 a 

dow
n

trodden
 an

d dem
oralized w

orkin
g class w

as able to assert itself 
(Parry 2009:177).

h
ou

seh
olds in

 a state of depen
den

cy th
at often

 takes th
e sh

ape of 
n

eo-bon
dage. W

ith
ou

t stipu
latin

g th
e basic provision

s th
at w

ill soon
 

be in
trodu

ced - related to h
ealth

 care in
su

ran
ce an

d som
e m

in
im

al 
su

pport at old age - it n
eeds to be clarified th

at th
e bill th

at w
as 

fin
ally passed w

as a h
eavily dilu

ted version
 of th

e origin
al proposal. 

Th
e m

ain
 policy m

akers decided th
at th

e fin
an

cial ou
tlay requ

ired 
w

as too h
igh

 to be paid ou
t of th

e pu
blic bu

dget an
d scaled dow

n
 

both
 th

e cost of th
e operation

 an
d th

e coverage of th
e sch

em
e. In

 
th

e face of th
ese setbacks it is difficu

lt to rem
ain

 con
fiden

t th
at th

e 
political w

ill exists to h
on

ou
r th

e righ
tfu

l claim
s of a labou

r force for 
w

h
ich

 th
e relen

tless th
ru

st tow
ards in

form
alization

 h
as m

ean
t th

at 
th

ey con
tin

u
e to be dealt w

ith
 as n

o m
ore th

an
 reserve w

orkers an
d 

m
argin

alized citizen
s. Th

e latest sch
ool of th

ou
gh

t pu
sh

ed by econ
o-

m
ists align

in
g th

em
selves w

ith
 W

orld Ban
k policies su

ggests th
at 

in
 th

e cu
rren

t global crisis th
e in

form
al sector econ

om
y figu

res as 
a cu

sh
ion

 for people w
h

o h
ave lost th

eir form
al sector em

ploym
en

t 
(Brem

an
, 2009). Th

e m
essage con

veyed in
 th

is kin
d of statem

en
t is 

clear: in
form

al sector w
orkers are able to cope w

ith
 adversities th

at 
are part of th

eir day-to-day life an
d do n

ot n
eed pu

blic su
pport or 

social secu
rity. Th

e policy m
akers h

ave n
ow

 decided th
at th

e large 
m

asses of w
age h

u
n

ters an
d ‘ow

n
-accou

n
t w

orkers’ h
ave som

eh
ow

 
m

an
aged to fin

d th
eir ow

n
 safety n

et: th
e in

form
al sector. 

A
 tran

sform
ation

 aborted
?

Polan
yi did n

ot m
in

ce w
ords in

 h
is description

 of w
h

at th
e self-

regu
latin

g m
arket m

ean
t for th

e people pu
sh

ed ou
t of th

eir ru
ral 

h
abitat in

 G
reat Britain

. H
ow

ever, h
e also clarified th

at th
e pau

peri-
zation

 w
h

ich
 w

en
t on

 in
 th

e n
in

eteen
th

 cen
tu

ry w
as th

e start of a 
trajectory th

at led, from
 th

e early tw
en

tieth
 cen

tu
ry on

w
ards, to 

econ
om

ic im
provem

en
t for th

e u
rban

-in
du

strial w
orkforce. Besides, 

th
e depeasan

tized labou
rer on

 th
e Eu

ropean
 con

tin
en

t did n
ot pass 

th
rou

gh
 th

e kin
d of h

orren
dou

s m
isery an

d degradation
 th

at w
as th

e 
fate of th

e British
 w

orkforce: 

From
 th

e statu
s of a villein

 h
e ch

an
ged – or rath

er rose – 
to th

at of a factory w
orker. Th

u
s h

e escaped th
e cu

ltu
ral 
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h
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ad on
ly ju

st begu
n

 to com
e in
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t in

 oth
er 

parts of th
e w

orld, can
 be seen

 as con
firm

ation
 of a tren

d in
 w

h
ich

 
th

e steadily advan
cin

g em
an

cipation
 of labou

r du
rin

g th
e tw

en
tieth

 
cen

tu
ry appears to be reversin

g in
to its opposite – depen

den
cy an

d 
grow

in
g in

secu
rity, in

 th
e A

sian
 region

 em
ph

atically so. Th
e progres-

sive polarization
 of social classes accom

pan
yin

g th
ese dyn

am
ics h

as 
given

 rise to a debate th
at con

cen
trates on

 th
e in

clu
sion

-exclu
sion

 
con

trast. It seem
s to m

ark th
e retu

rn
 of th

e old du
alism

 con
cept in

 
yet an

oth
er form

. Th
e grow

in
g in

equ
ality betw

een
 th

e w
ell-to-do 

an
d th

e u
n

derprivileged classes h
as con

tribu
ted to th

e separation
 of 

th
e latter from

 m
ain

stream
 society. Th

e m
ost vu

ln
erable section

s of 
th

e ru
ral poor try to cope w

ith
 th

eir social exclu
sion

 by rem
ain

in
g 

footloose. A
s circu

lar m
igran

ts th
ey h

ave to face m
an

y h
ardsh

ips th
at 

go togeth
er w

ith
 a life th

at begin
s an

d en
ds in

 poverty. Th
ey are th

e 
victim

s m
ore th

an
 th

e ben
eficiaries of th

e tran
sn

ation
alized politics 

of developm
en

t an
d are even

 blam
ed for th

eir failu
re to w

ork th
em

-
selves ou

t of th
eir state of deficien

cy. In
 th

e m
orality dom

in
atin

g th
e 

dyn
am

ics of grow
th

, based on
 a doctrin

e of in
equ

ity, th
ese people at 

th
e tail en

d stan
d accu

sed of defects in
 th

eir beh
aviou

r w
h

ich
 keep 

th
em

 stagn
atin

g in
 poverty. It is an

 ideology th
at com

es close to th
e 

m
ain

 ten
ets of social D

arw
in

ism
. Th

e h
opefu

l n
otion

 rem
ain

s, of 
cou

rse, th
at th

e n
eglect of social in

terests m
u

st even
tu

ally gen
er-

ate a political breakdow
n

 an
d a retreat of m

arket fu
n

dam
en

talism
 

(H
an

n
 &

 H
art 2009:8). In

deed, cracks h
ave appeared in

 th
e façade of 

n
eo-liberal h

egem
on

y.  Is th
is th

e begin
n

in
g of th

e fin
al episode of 

tran
sform

ation
 in

 a globalized w
orld th

at Polan
yi h

ad in
 m

in
d?

A
m

sterdam
, O

ctober 2009
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