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BANISHING THE OTHER FROM THE MARKET
The Development Economics of W. Arthur Lewis

STEPHEN GUDEMAN

All economies have two sides. Everywhere, material life consists of two forms of
relationships: socially mediated exchange and impersonal trade. In the one case,
economy is carried out through lasting moral bonds based on trust; in the other, anon-
ymous actors form short-term transactions premised on self-interest and competition.
I call these interlocked realms community economy and market economy, and I
postulate that material life in all cultures is infused with both. Together the communal
and the commercial provide a structure for the production and consumption of
material goods and services.

These two facets of economy are emblazoned on money.! Consider a US one cent
piece. Shown in relief on one side are a bust of Lincoln and the statements “In God We
Trust,” “Liberty,” “1996,” and “D.” The expression “one cent” is inscribed on the other.
One side tells about trade value; the other — pointing to religion, politics, and place of
minting — portrays community values. On every coin, the commercial and the com-
munal are represented and fulfill separate functions. Each requires the other, although
we cannot see both at the same time.

But let us give the penny a second reading, because community symbols — including
the Lincoln Memorial — are struck on the commercial side as well, and this picture of
separation, dependence, and interpenetration holds for other coins. Carried by every-
one, coins provide a model of the economic anthropology I advocate. It explores
economy’s two sides, by focusing on practices and the small; ethnography from around
the world, including the US, reveals the complex intersections of community and
market in material life.

Most Western discourses on economy do not start from everyday practices. They
separate market from community economy as if the two were mutually exclusive. I
offer the broad generalization that Western history displays the extremes of discursive
variation from Aristotle on the polis and domestic economy to modern formulations
of the pure market. Aristotle described the two forms but commended only commu-
nity economies for their social and moral bonds; he saw community economy as the
only moral form and wanted to banish anonymous trade. Two thousand years later, the
valuation has been reversed: modern economists see efficient, impersonal markets as
demonstrably superior to community economies, because they satisfy individual wants
and promote social progress. Modern economics would modernize, colonize, or
transform the first. Each discourse — an abstraction from practice — presents the
illusion of independence and totality, making it difficult to “see” the other. “Moderni-

1 1am adapting an image that Hart (1986) used very effectively.
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zation” theorists, for example, assume that community economy was an original form
in Europe, if not the rest of the world, but that through the forces of modernization and
the desire for choice, markets expand and encompass communal formations.
“Resistance” theorists (for example, Scott 1976) see community as the site of human
mutuality and the antidote to the corrosive effects of the market on human relations
and personality. Two sides of the same coin, each justifies a different political position.

I shall consider one aspect of this confluence of models and practices, and of
opposed discourses. W. Arthur Lewis, a recent and important theorist of moderniza-
tion, offered a market model of development that denied yet implicitly recognized the
presence of community economy even in the developed world. Where Aristotle
presented a discourse that would banish market relations at the center of human life,
Lewis showed how to eradicate communal forms while promising growth for the
market sector. His protrayal of economic otherness provided an important charter for
the practices of development agents (Escobar 1995).

Prologue

Born in 1915 to emigrant parents on the island of St. Lucia in the British West Indies,
W. A. Lewis knew from experience the meaning of lesser economic development. His
father, who had not been prosperous, died when Lewis was young, but with his
mother’s support, he finished school early and won a scholarship for study in England.
After obtaining his doctorate from the London School of Economics, Lewis worked on
topics in industrial organization and planning, met important economists and anti-
imperialists of the day, and published his first volume, Labour in the West Indies (1939),
with the Fabian Society. Lewis moved to Manchester upon his selection for the Jevons
chair in political economy, and there produced his two most celebrated pieces in
economics: the 1954 article “Economic Development with Unlimited Supplies of
Labour” and the 1955 book The Theory of Economic Growth.? In 1979 he was awarded
the Nobel Prize in economics. Both before and after his work at Manchester, Lewis
made significant contributions to the discipline of economics, but the early pair of
publications on development (especially the 1954 article) were central in bringing him
the award.

Lewis’s 1954 essay on Unlimited Supplies of Labour is an axial contribution to the
Western discourse on modernization and development. The topics of growth and
development have an ample history in economics, but after World War II especially,
and in the postcolonial era, the focus and discourse on development and “developing
countries” flowered. Lewis was one of a band of theorists, including such figures as
Rail Prebisch, Gunnar Myrdal, and Albert Hirschman, who laid the foundations for
the new (sub)discourse and provided its initial models. That there was an historical
process at work which inevitably involved change from “primitive” to “modern,”
simple to complex, subsistence to market economies was not questioned in the West.
Marxists and capitalists held divergent views about the process and its specifics, but

2 The personal information comes from Lewis’s (1990) account of his evolution as an economist.
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they agreed on the inevitability of evolutionary change in economies. The goal of
building formal models of economic development was to show how the “moderniza-
tion” process took place. The purpose of undertaking practical efforts in development
was to hasten this event. Even within the crucial period of the 1950s when the
development literature blossomed and took many new directions, Lewis’s contribution
was considered particularly important, and it has remained influential in the years
since.

I focus on Lewis’s essay as a key example of the development discourse and of
modern market models as they confront the presence of community economies. The
story is complex, because Lewis himself recognized the existence of nonmarket
sectors, yet denied their place in economies and showed how to erase them. Today,
emphasis in development theory is placed on macroeconomic issues, such as
controlling inflation, managing interest rates, and shrinking the government sector,
which are central components in structural adjustment programs. But some form of
dualism remains inherent in all programs and languages of development (Arndt 1987;
Hunt 1989; Little 1982; Ranis and Fei 1982; Rostow 1960, 1990; Sen 1966).

As one of the first economists to build a development model of the dual economy,
Lewis made his assumptions clear and revealed his perspective in a way that later
analysts did not.* Overall, Lewis used market assumptions and language in his model:
free competition, scarcity, instrumental reason, maximization, efficiency, and
evolutionary convergence. Because Lewis saw dualism within an economy as made up
of sectors that have been juxtaposed by colonialism and other social forces, he neither
recognized the historical specificity and cultural variability of other economies nor the
double dimension of economies as inherent. Acknowledging the existence of
community economies, Lewis dismissed and would banish them by converting them to
the market form.

To explore this modern voice of Lewis in economics, I focus on his text and the
structure of his model. I am less concerned with the context of his work in terms of his
own history or as it relates to other like theories. But I do situate the model as a
modernist discourse in which the communal dimension of economic life disappears. I
admit to a discomfort, however, in writing about this theory of Lewis. A nonEuropean
from the Third World, he achieved economics’ highest accolade and led a remarkable
life. But Lewis’s contribution to the debate on development justified the dominant
arguments and interests of the time, for he showed how to incorporate or “debase”
economies in the Third World to the industrial world’s advantage. A critical observer
might conclude that, because he came from the Third World, Lewis’s voice provided a
special legitimation for practices of the industrial center as well as the major theory of
the time, and that by awarding him the Nobel prize, the dominant modelers justified
themselves.

3 See,for example, Bhagwati (1982), Findlay (1982), Hunt (1989), Ranis and Fei (1982), and Rostow (1990).

4 In anthropology, there is a growing critical interest in the process and discourse of development.
Ferguson (1990), for example, provides an insightful deconstruction of development in Lesotho. More
recently, Escobar (1995) offers a trenchant, wide-ranging critique of the larger development discourse.
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Classical Structure, Classical Representation

In his essay, Lewis parts the world into capitalist and “backwards” economies. The
backward economy itself is divided into two sectors: capitalism and subsistence. The
capitalist sector experiences growth: capital is used and expands, and employment
increases. The subsistence sector is stagnant and features overemployment. In his
model, Lewis shows how over time the first sector subsumes and absorbs the second.
This process creates profit and capital, and constitutes development while debasing the
subsistence sector by drawing away its labor. Lewis holds out the hope of a seamless
developed economy in which the market dimension replaces the subsistence realm; he
does not offer a picture of economic life itself as remaining double-sided or consisting
of two linked realms.

Lewis uses rhetorical techniques that have made his essay especially persuasive to a
Western audience: the discussion is modernist in its crafted Cartesian form, claim to
“represent” reality, and use of a six-part analogy. But Lewis also justifies his study by
situating it within the legacy of Western economics. “This essay is written in the classical
tradition” (1954: 139). He identified the classical moment as running from Adam Smith
through Ricardo, Malthus, Mill, and Marx, and claimed identity with it on the basis of
their common assumption of unlimited supplies of labor. But there is more to the invo-
cation. Lewis cites the classical authors with warm approval, except for Marx, although
their arguments are close, for Lewis shows how capitalism operates best when a fixed
or average (not marginal) wage is paid (because this allows a capitalist to secure an
ever-growing surplus.) Lewis also relies far more on Ricardo’s reasoning and assump-
tions than Smith’s piecemeal theory and “brilliant apergus” (Dobb 1973: 66); his essay
is a study in deduction and intuition, which were hallmarks of Ricardo’s presentation
but not Smith’s or Malthus’s. Like contemporary neoclassical economists, Lewis pre-
sents an abstract, decontextualized model that was afterwards judged by its assump-
tions, smoothness of reasoning, and deductions rather than its fit with practices (see, for
example, Gersovitz, Diaz-Alejandro, Ranis and Rosenzweig 1982; Hunt 1989; Rostow
1990; Sen 1966). (In offering a model that slightly departs from contemporary, neo-
classical assumptions [nonscarce labor], Lewis does not reject these theories: he argues
that neoclassical economics becomes appropriate only when a market system has been
fully formed.) Thus, although Lewis’s use of historical theories in economics has
impressed various commentators (Ranis and Fei 1982), we may also read his invocation
of the classical writers as a rhetorical device for bestowing authority on his arguments
as if they were a continuation of those honored voices.

Representation Classical . Lewis . Neoclassical
Economists ° * Economists

Represented Early Modern . “Backward . Modern
Europe ) Countries” °  Economies

Time — Space

Figure 1: The Projection of Theory Upon Time — Space
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Lewis’s overall model, both Cartesian and Aristotelian in form, is built on two
perpendicular axes (see Figure 1). On the “vertical” axis, Lewis distinguishes between
theory and economic worlds or between representation and represented. The theory
(on the upper line) points to economic practices (on the lower) that falsify or verify the
theory. The second or “horizontal” axis defines a time-space dimension: here, Lewis
locates his theory (on the upper line) “between” classical and neoclassical theories just
as he locates “today’s backward” economies (on the lower line) between early modern
and modern European economies. Lewis’s model both fits his voice within the Western
tradition and authorizes development as an inevitable process for backwards econo-
mies.

This model, or six part analogy, makes use of a special rhetorical form first identified
by Aristotle: privative opposition.’ Aristotle distinguished between four types of
opposition: contradictions, contraries, relatives, and privations. Contradictions refer to
logical propositions and their truth-values. Contraries are categorical opposites that
have no intermediary term, such as night/day, right/left, back/front, up/down, and
north/south. Relative oppositions are made up of ordered, paired terms such as senior/
junior, superordinate/subordinate, and predecessor/successor. Last, the positive/privative
opposition is composed of a feature and its absence.

For example, the polarity of light/dark is a positive/privative opposition when dark
is defined as the absence of light; similarly, deafness can be constructed as not hearing,
or blindless as not seeing. In this asymmetrical form, the privative term has no active
standing of its own, and the positive is usually more valued. The dualism expresses a
difference in power to act, and the evaluative distinction can justify alteration of the
privative by the positive.® Because all agency resides at the positive pole, lack of resist-
ance to its projects of change may be presumed.

Lewis constructs the backwards sector through the use of positive/privative oppo-
sitions. Asymmetry of power, lack of distinctive features and resistance in the
nonmarket sector, as well as the right to alter are implicit features of the model. In the
six part analogy, displayed in Figure 1, Lewis locates the backward economy on the
time-space dimension through similarity and several privations. Backward economies
in Africa, Asia, and Latin America are like the early European form (in the eighteenth
and nineteenth centuries), because they feature unlimited supplies of labor; but the
nonwestern ones lack markets. In relation to contemporary European economies,
however, backward ones are triply privative, for they lack not only markets but scarce
labor and capital.

Just as Lewis’s analogical model partially equates contemporary nonmarket econo-
mies with early modern economies, so he aligns himself with classical theorists in
economics and suggests that just as their arguments referred to early modern Europe,
so his model points to nonEuropean economies today. With this analogy, he imposes a
European dynamic on all economies to see them as moving from a community to a
market based form.

5 Aristotle’s principal discussion may be found in Book 5, Chapter 10 as well as Book 10, Chapter 4 of the
Metaphysics (1984). In Reconnaissances (1980), Rodney Needham draws on Aristotle to discuss analogical
classification outside the Western tradition.

6 The positive/privative opposition is often used to structure contemporary gender distinctions.
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Given Lewis’s stated concern with the development process, we might have
expected him to pay attention to on-the-ground practices in other economies, because
these vary and are not defined by their lack of market features. But unlike the
anthropologist, Lewis never tried to conjoin conversations “on the ground” and
learning from local informants with conversations “in the air” and the theoretical
models of economists (Gudeman and Rivera 1990). Instead, he offers an under-
standing of economies through the dominant constructions in European theory,
allowing us to know other economies by applying our perceptions, categories, and
analytic frameworks in an exercise of extending our models rather than learning about
theirs. In this sense, too, the discourse is Cartesian, for Lewis uses the West’s
“subjective” world as the source of his clear ideas by which to map these others. Lewis
is engaging in a conversation with economists in his disciplinary community, not with
people in other economies. He silences the voices of others, but constructs an identity
for them by drawing on a Western discourse.

The Narrative and Its Metaphors of Persuasion

Lewis tries to justify and anchor his formal analysis in the real world and convince the
reader of its veracity by adducing several metaphors organized around privation and
power. Economists today abstract the Galilean-Cartesian part of Lewis’s essay — its
“mathematization” (Husserl 1970) — from the context that would justify it. Not only do
they assume no link exists between the formal model and the descriptive terms Lewis
used to warrant it, but the narrative positioning is never noticed, even though Lewis
with a flourish had risen to the task of legitimating his model. Such failure to attend to
the larger semantic framework within which the terms of his model were defined
means that Lewis’s foundational premises and referential devices remain unevaluated.
How tenable were his assumptions?

Lewis envisioned the dual economy as a set of “tiny islands” of market capitalism
“surrounded by a vast sea of subsistence workers” (1954: 147). High capitalist industry,
he said, confronted primitive techniques; expanding on the image of inundation by the
nonmarket hoards, Lewis noted that “capitalised plantations” are “surrounded by a sea
of peasants” (1954: 147). He further observed that in the market sector a few “high
class shops” are found, whereas in the backward sector “masses of old style traders”
are encountered (1954: 147). One economic sector features modern towns, the finest
architecture, and highly educated people who wear trousers, speak Western languages,
and glory in the achievements of Beethoven, Mill, and Einstein (Lewis 1954: 147). The
other contains a “great mass” of folk who live in “quite other worlds” and occupy
“another planet” (Lewis 1954: 147). Finally, drawing on a common privative metaphor,
Lewis concluded that “what one gets are very heavily developed patches of the
economy, surrounded by economic darkness” [ital. added] (1954: 148).

Having semantically characterized the two sectors, Lewis then explained why they
differ. In the one, capitalists maximize profit, save, and invest their capital, which leads
to growth; capitalists cut costs and see to it that worker output is high. In the
subsistence sector, no one cares about saving, output per worker remains low, and the
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return that each worker receives is larger than the marginal product of his labor (which
itself may be zero). Profits are nil in the subsistence sector because little capital is
employed, and there is slight technological expansion. In the “technologically stagnant
civilisation,” when savings do accumulate, they are used to build durable monuments
such as pyramids and churches (Lewis 1954: 156).

In so describing the “economic darkness,” Lewis defines the subsistence sector by
what it lacks from a market perspective and not by its own attributes. He also fails to
recognize that the market sector may have appropriated resources and helped to
create the features of economies residing at its fringes. We might envision Aristotle
reversing the evaluational metaphor, suggesting, for example, that marketers are
piratical, barbarian hoards who threaten the foundations of civilized communities.
And from a communal perspective itself, the use of resources to build durable
monuments, such as pyramids, would be viewed positively as contributing to its
heritage and identity.

At the outset, Lewis also draws the reader’s gaze to his title and stated theme,
unlimited supplies of labor. By unlimited supplies of labor Lewis means that in a
backward economy the population is so large relative to the availability of land and
capital that labor’s marginal productivity is zero or negative: each fresh dose of labor
— given the same amount of land and capital used — fails to add any output above its
own costs. Sometimes the dose of labor adds even less than the cost of its maintenance.
Lewis offered several examples of excess labor in agriculture and small family farms.”
He added that the same was true of urban workers, such as porters who carry luggage,
men who shine shoes, petty traders, and small-scale shopkeepers; the same could be
said about domestic servants plus wives and daughters who work at home. The
implication was that labor of this sort falls outside the market system and its “laws.”
Because labor in the hinterlands is not scarce, workers can be continually hired in the
capitalized sector but without raising the wage. In the subsistence sector the loss of
output will be negligible or even below the cost of supporting the labor that previously
did the work.

By speaking of surplus labor as one of the “contemporary problems of large areas
of the earth” (1954: 140), Lewis drew attention to one part of his story and evoked the
reader’s compassion. But he was using a synecdoche; Lewis took a part from a whole
— unremunerated work that maintains a community economy — and reconstituted it
within the market discourse as underemployment of labor. This translation or labelling
process helped to justify its change to the market form.

Lewis’s observations concerning the existence of unlimited supplies of labor in
backward economies have occasioned little disagreement, though they might have,
because he collapsed together several types of nonmarket work. For example, in
addition to their work in subsistence agriculture, some excess male laborers perform
services for money. Women are participants in a community economy and may help
support men who work for a low market wage. Lastly, returns to some paid laborers in
the backwards sector may be low because conditions — with low entry costs —

7 In his study of traditional rice cultivation in Indonesia, Clifford Geertz similarly argued that successive
or new labor inputs produced constant — though not declining - increments of output, a process he
likened to treading water (1963: 78).
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approximate perfect competition, as in the case of petty traders and small shop owners.
The market is working efficiently here, though not to the advantage of its participants.

Lewis tacitly admits that returns to labor in backward economies are set by
convention. For example, he suggests that workers’ returns in backward economies are
set by average (not marginal) productivity; that is, returns to labor are established by
dividing the net product by the number of workers and not by calculating their
incremental or marginal contributions. But this way of determining labor’s reward is a
communal norm and assumes the presence of a community economy where age,
gender, kinship position, status, prestige, moral commitment, and contestation may
determine the reward for working. People also may have norms about their economic
obligations to others; Lewis himself, in asking why “overemployment” is often found
in agricultural households, cites the existence of communal feeling, saying, “It would
be immoral to turn them out,” and referring to “the charity of relatives” (1954: 142), he
adds “it becomes good form for each person to offer as much employment as he can”
(1954: 142). He recognizes the existence of social obligations in the backwards sector,
even if the presence of community is denied in his model. In fact, he observes that even
in the market, a more efficient firm sometimes does not drive its rivals out of business
but spends its gains on higher wages and “lavishes” more “welfare services” on its
employees (1954: 151). Such acts of welfare imply the presence of community in the
market — between employer and employees — and point to similarities of market and
backward economies that Lewis denies in the rest of his essay, although — as indicated
by his use of terms such as “lavish” — Lewis appears to view this “inefficient” focus on
community within a firm quite negatively.

The impossibility of denying communal practices gives rise to further inconsisten-
cies in his discourse. Lewis constructs workers in nonmarket economies as endowed
with the habits and desires of market participants, and he assumes that all members of
an economy act to maximize their money income, for those in the subsistence sector
enter the work force of the capitalized one when the opportunity presents itself. This
presumption reverses the observation of many economists that the countryside is
home to a backward-bending supply curve of labor: people sometimes stop working
for wages when they have achieved a certain return. Furthermore, rural dwellers often
move to cities only when rents rise, they are forcibly evicted through the expansion of
capitalist agriculture, or they are faced by ecological disasters not of their making.?
Lewis himself observes that these phenomena make up some of the “worst features of
imperialism” and that imperialists actively “impoverish the subsistence economy” in
order to secure labor or resources (1954: 149), but this recognition of colonialism and
postcolonialism, with all that it implies about the prior existence of community
economies, does not deter him from assuming the market rationality of all workers.

Once past the similarity he drew between early modern and backward economies
on the basis of their common unlimited supplies of labor, Lewis changed course to
argue that the development problem is not actually an oversupply of labor but a low

8 In Guatemala, vagrancy laws were applied against those without paid employment even though such
people might be working on community and household plots that provided subsistence. Through such
laws, ensuring against the presence of a'backward-bending supply curve of labor, political power enforces
market participation.
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rate of saving. Lewis now drew on the privative comparison between backward and
modern economies and argued that the task in development studies is to figure out
how the savings rate can be made to increase from 4-5 per cent to 1215 per cent of
national income (Lewis 1954: 155). Referring to his initial observations on unlimited
supplies of labor as only setting the “stage,” he admitted that the “play” itself is about
“the process of economic expansion” and the use of “the capitalist surplus” (1954:151),
because the real problem of backward economies is the small size of the capitalist
sector (1954: 159). Lewis concluded that “The central problem in the theory of
economic development is to understand” how the savings rate rises, because “the
central fact of economic development is rapid capital accumulation” (1954: 155) which
allows for investment and brings about capitalist expansion in productive enterprises.

Thus, having constructed the backward economy as beset by employment problems,
and having drawn the reader’s attention to the supposed interest of the classical
economists in this problem, Lewis dropped the issue to provide a vigorous argument
for expanding capital. The two problems are not the same. As Lewis himself observed,
unlimited supplies of labor or low output per capita can be managed through
communal forms of allotment. The lack of capital problem is solved by the
development process. An observer might claim that Lewis uses the first problem to
capture his reader’s attention; he switched to the second to justify expansion of the
market.

Duality Resolved

According to Lewis, each sector of the backward economy contains two productive
factors. In the subsistence sector, agriculture draws on labor and land but not capital.
In the market realm, industrialists employ labor and capital but not land.® Unlike land
and capital, which are fixed, labor is mobile between the two sectors. The wage,
however, is wholly determined by returns in the subsistence realm. Crucial to Lewis’s
story is this idea that market employment does not influence the worker’s rate of
return even though the rate of profit itself is competitively determined.

When a new market enterprise is introduced to a region with a prevailing
community economy, the people have established notions about how much food,
housing, services, and goods are needed to survive, to live in comfort, or to be
prosperous. At the start of the development process, the wage is set by this preexisting
income level, and the rate remains constant even as the capitalist sector expands. Lewis
suggests, however, that because of the inconvenience of moving and relocating, the
wage rate needed to attract workers from countryside to industry is 30 per cent above
the prevailing return in the backwards sector. Capitalists, therefore, employ labor to
the point where its marginal productivity equals the subsistence wage plus 30 per cent.
But still the wage rate — determined by the backwards sector — is low, and capitalists
secure a surplus above what they would if the wage were set by market forces in the
industrial sector. With reinvestment of this surplus, the amount of fixed capital

9 These images are abstractions; rural and urban regions clearly are mixtures.
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increases dramatically, the marginal productivity of labor rises, and — given the fixed
wage rate — the capitalist surplus grows even more. Thus, profits grow relative to
overall income as does capital formation.

Lewis urges that all surplus money should fall into the hands of those who invest.
Dismissing local merchants who speculate, middle-class people who consume, and
peasants who buy land, he argues that “there is really only one class that is pretty
certain to reinvest its profits productively, and that is the class of industrialists” (1954:
169). Lewis admits that economic development alters the distribution of income in
favor of those who save and invest and that there is an “increase in the inequality of
incomes, as between capitalists and the rest” (1954: 159). But increasing the share of
profits in national income is beneficial, because the work of industrialists exponen-
tially expands the economy and fosters development. This justification for their
continuing command of capital provides the capstone of the model: with a fixed wage,
all surplus flows to the capitalists, and capitalists save, invest, and reap more rewards,
drawing in more workers from the subsistence sector.

Lewis, thus, assays to show how a market system based on competition and the
efficient use of labor as well as land and capital is established throughout the entire
economy as surplus accumulates in the capitalist sector. The capitalist realm grows and
pulls in the backwards sector that provides low-cost labor and low-cost food. The story
ends when the subsistence sector is digested, for when labor is no longer abundant, the
wage rate must rise. When the backward sector disappears, the rate of capital accumu-
lation drops, but the agricultural zone now becomes a receptacle for capital invest-
ment. (The arguments resembles that used in the U.S. today to justify NAFTA: wages
rates will gradually increase so that any outflow of jobs to Mexico where labor is
cheaper will cease when that economy “develops.”)

Lewis closes his narrative by turning the story over to neoclassical economics: in the
(eighteenth and nineteenth century) classical models, labor is in surplus; in the
(twentieth century) neoclassical world, labor is scarce and subject to market laws. At
the end of the story, then, the capitalist class has accumulated more capital, a prole-
tariat has been created, resources are held as private property, and nonmarket sectors
have been destroyed. The dual economy has become one. At the very end, when
“surplus” labor provided by the subsistence sector is fully and finally absorbed in the
market economy, wages are no longer determined by the backwards region and “rise”
above the average product, though Lewis is not quite certain to what level they in-
crease (1954:176).

Whose Narrative?

W. A. Lewis presents an important contemporary model of economic change. Like the
neoclassicals, he separates community and market and creates an “other” economy
outside the market. Terming one dimension “modern economy,” he would transform
and absorb the other through the development process. Here his six-part analogy that
utilizes a positive/privative opposition is a powerful rhetorical device, for it denies to
others the ability to construct a sustainable life and absolves the developed-country
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modeler of the need to know them. The model produces a new identity for nonmarket
economies by universalizing them as lacking capital but containing “unlimited supplies
of labor.” Lewis’s story justifies the development process, because the capitalist center
constitutes the active source of historical change, whereas the privative margin must
be acted upon. The dualism is Cartesian, between mind and body, agency and its lack.
On-the-ground other economies do not yet embody the laws of economic motion
discovered by mindful economists, and so their systems may be changed. As Lewis
later concluded: “The case for economic growth is that it gives man greater control
over his environment, and thereby increases his freedom” (1955: 421). His conclusion,
however, does lead one to ask which actors within the capitalist economy have control
over their environment, and whether the life of a farmer in a community economy is
less free and less in control than that of a factory worker living in an urban area and
earning a low wage.

The Lewis model contains several internal contradictions. Lewis claims that the
customs and practices of those in community economies are “backwards,” but he
assumes that instrumental rationality is hidden in their behavior, otherwise why would
they seek paid employment? Yet if they are “rational,” why have these others not
developed a market economy? Conversely, if Lewis were to admit that political and
economic circumstances forced rural farmers to seek employment in the market
sector, this concession would contradict his apolitical and individualistic assumptions.
Even Lewis’s suggestion that the capitalist wage exceeds the conventional return by 30
per cent gives rise to a contradiction: to set the argument going, Lewis presumes the
existence of a social norm by which the product is allotted in an existing community
economy. The contradictions in Lewis’s discourse arise because he cannot deny the
presence of a different economic modality, which, however, he would dissolve.

There is an irony in Lewis’s presentation as well. Through use of his analogical
model, Lewis aligns himself with the classical tradition in economics, and he empha-
sizes the work of Adam Smith, Ricardo, and Malthus. Lewis leaves out, however, the
one late classical economist, Karl Marx, whose story he is also telling, for Lewis’s
narrative revolves about the power of capital and the reserve army of the unemployed.
He explicitly argues that as profit grows and is reinvested, employment rises; but labor
is always paid a fixed wage, and the wage level, in effect, is socially and morally deter-
mined within a community, as Marx argued. Therefore, when revenues increase, every-
thing above the wage and material costs, or the surplus, is taken by the industrial
capitalist, who — in both Lewis’s and Marx’s models — is competitively drive to reinvest
in order to accumulate more. In the Lewis model, capital has a monopoly in relation to
labor whose reserve army is supported by a community economy. The irony is that
Lewis presents a Marxist story which revolves around the class struggle and exploi-
tation (the ratio of profit to wages), but he uses it to justify the growth of capital and
development. Lewis himself accused Marx of adopting an “emotional approach” and
having an “ethical” stance (Lewis 1954: 155). But he, too, inserted his values: “From the
point of view of capital formation, the best thing that can happen is for the surplus
money to roll into the pockets of people who will reinvest it productively” (Lewis 1954
169). And why should the industrial capitalist be so honored? “It is just that his job is
of the kind where passion for success results in capital formation” (Lewis 1954: 169).
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Unfortunately, so he believed, the passions of peasant farmers, who supply the needed
labor, are dissipated as soon as they acquire more land; capital in their hands never
contributes to economic development (despite the fact they are rational actors who
choose to be wage laborers when the opportunity presents itself).

Lewis’s essay, thus, does not refer to the development of backward economies in an
evolutionary sense but to their destruction and usurpation by an expanding capitalist
market economy. The model shows explicitly how profits are made in the market by
drawing on and debasing community economies. This “development” process is not
analogous to the emergence of industrialization and capitalism from community based
economies in Western Europe, although even in that context one needs to take careful
account of the role of internal colonization and political power, and to view one sector
of the economy as sharply circumscribing and replacing the other. Lewis’s essay rather
shows how the market realm can be expanded through the use of below-market-cost
labor provided by a community economy. A development of development story, it
provides the agents of development with a language and a justification for reconstruc-
ting the behavior of others in their interests.

Afterword

W. Arthur Lewis and Aristotle provide extreme and opposed versions of economic
discourses. Each would banish the other. Lewis divides backward economies into two
spatially separate sectors of mutuality and competition with the intent of eradicating
one through development. Aristotle’s project was the reverse. He showed how a
communal economy could be built on practices of social virtue and excellence, and
how individualistic drives of acquisition, greed, and competition undermined this
economy. Brilliantly perceiving the sociopolitical nature of a community economy,
Aristotle set the stage for nearly all Western critiques of the market. In light of
Aristotle’s “economy of virtue” or what I term his “nice narrative,” which banishes
otherness within community, we clearly see the revolutionary shift started by Mande-
ville and Adam Smith. In contrast to Aristotle, they argued that a more viable form of
material life could be built on an “economy of vice” in which people pursue their self-
interest at the expense of others. This “nasty narrative” is broadly regnant today, as
exemplified by Lewis among countless others. There have been dissenters, of course,
such as Veblen and Marx, yet they largely drew on the Aristotelian heritage to mount
their critiques.

This, then, is the Western dialectic: two discourses, opposed models. Economies are
supposed to conform to one or the other; behavior and institutions are not mixed.
Economic anthropology, dissenting from both, begins here, for through ethnography it
can show how these different models are but partial constructions of the same thing,
which is material life.
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