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CHRISTINE FUREDY

THE INFORMAL SECTOR IN CALCUTTA

Issues for Analysis

The term "informal sector" is the legacy of attempts of the late 1960s and the 1970s to characterize and explain the economic dualism of modernizing societies, in the context of concern about income-earning opportunities.   It is one in an evolving series of terms whose origin stretches back ten or fifteen years at least. Like its predecessor twin terms—modern/traditional, firm-centred/ bazaar-type, upper and lower circuits, regulated/unregulated—the formal/informal set has come in for a good deal of scrutiny and criticism.1 There have been several types of critique and differing levels of criticism, ranging from those that accept the basic referent of the concepts   (i.e., accept some kind of dualism in economic structures) but that object to the terms "formal" and "informal", through those that seek to modify unduly dichotom-ous or static analysis based on the concepts, to those that have argued that a "sectorial" framework, however labelled and how​ever elaborated, is fundamentally flawed.2   In spite of this on​slaught, the concept has taken root in academic studies and policy discussions and has served to focus attention on a number of problems of employment and the urban poor in  developing countries.
Undoubtedly the principal factor in the general acceptance of the term "informal sector" in the last decade was its use in studies sponsored by the 1LO under its World Employment Pro​gramme (WEP), which grew out of the ILO/UNDP mission report on  Kenya,  Employment, Incomes and Equality   (1971).3
The 1LO urbanization and employment research project has sponsored a series of case studies of selected cities,4 all making reference to the informal sector, with an ultimately comparative purpose. Two of these have been of Calcutta. However, the international literature on employment and the informal sector contains few references to them. Indeed, the multifaceted debate about employment problems and urban economies rarely includes Indian data. The aim of this paper is to examine the use of the informal-sector concept in discussions of employment in Calcutta, considering the articulation of issues for this city in the light of current trends of research and discussion. This analysis should raise questions concerning the use of the concept as a basis for policy recommendations, and its applicability to a complex Indian city. I will limit my discussion to the two WEP case studies of Calcutta's employment characteristics and problems : Urban Development and Employment : The Prospects for Calcutta, by Harold Lubell (1976) and Calcutta and Rural Bengal: Small Sector Symbiosis, by A.N. Bose (1978).5
Terminological debate
For the present purpose I do not wish to elaborate upon the terminological debate, nor to examine in any detail the position of scholars who have argued that current trends of analysis are seriously in error. With respect to the former let me simply say that the terms themselves are problematical if taken too literally or if used to simplify or restrict the examination of a very complex reality. It would seem that, regardless of what terms are used for socio-economic structures, our analysis require as a starting point some means of denoting when important contrasts exist within a society in terms of employment, earnings, and economic and social organization. One may start by describing these contrasts in a dichotomous framework, but, inevitably, detailed analysis will reveal intermediate cases. Our initial organizing concepts must not be set in stone so that alternative modes of analysis are overlooked and data are artificially fitted into an inflexible framework. The formal/informal distinction may well prove more applicable to some societies than to others, and it may be more relevant to certain types of discussion than to others.
In accepting the terms "formal" and "informal" sectors for
the purpose of this discussion, I assume that we must look behind the facade of the labels to examine the assumptions underlying their use. This is particularly important when the concepts are used as a starting point for policy recommendations for complex urban economies.
Blockages or linkages
When the terms "formal" and "informal" are accepted, there is still a difference among scholars according to whether the emphasis is placed upon the distinctions between the two broad sectors which are assumed to exist in the economy, or upon the linkages between them. This has been the main thrust of the theoretical (or quasi-theoretical) discussion in the last few years. Some scholars see the informal sector as operating with a good deal of independence from the formal sector, an independence which results, on the one hand, from the lack of enumeration or regulation of certain activities and, on the other, from the urban poor's lack of ready access to formal institutions. They emphasize "blockages" in labour mobility, resources, markets, and informa​tion. Thus an influential paper published by a World Bank team in 1976 argued that dualism, in the form of contrasting techno​logies, was not per se a sign of a disfunctional economy, but :
The problem in countries with restricted labour markets is that it becomes a discontinuous form of dualism. The two segments of the economy are isolated from one another, the possibility of stepwise adjustments and of movement of labour, capital and innovations between sectors is blocked, both are made more inefficient than they would otherwise be.6
This position is very different from the argument of neo-Marxist scholars who interpret the informal sector in terms of the dynamics of international capitalist penetration of third world economics. These scholars wish to define the informal sector more in terms of its "structural" relations to the formal sector than its contrasts with that sector. They emphasize the depen​dence of the informal sector upon the formal, in line with their understanding of underdevelopment. Hence they would interpret linkages between formal and informal sector enterprises not as
entrepreneurial outreaches but as the result of capitalist corpora​tions seeking to marginalize petty capitalists or to coopt informal sector workers.7
The former position has as its corollary the assumption that the dynamism of the informal sector (which many see as the hope for its positive contribution to the economy) resides mainly in its unregulated, unlinked characteristics. In contrast, Portes has argued that "its existence and dynamism are dependent upon the formal sector."8 A less ideological statement come from Gerry : "it is the relations between these different systems or subsystems of production which determine those phenomena which will characterise each of the elements of the ensemble"9 (emphasis added).
The orientation to "blockages," on the one hand, or to "linkages", on the other, is important because it can lead to quite different policies for intervention in the economy.
Productive enterprises and services

There is one further aspect of the evolving discussion of the last decade which should be noted. When attention was first given to employment problems in the developing countries, the feature considered to be most prominent in the informal sector (it was not usually so labelled in the early 1960s) was the multiplication of petty trading and services, which was considered a mark of underemployment.10 The "lower" levels of urban economies were viewed predominantly as unproductive. Subsequently, largely as a result of the combined effect of the Kenya mission report and independent research elsewhere, researchers pointed to the "productive enterprises" of shantytowners, migrants and untrained urban dwellers. There was a desire to counteract the negative conceptions current in commentaries and policy docu​ments. Once these small-scale enterprises were seen as holding hope for employment generation the earlier corrective point became a predominant emphasis. Reading many of the discus​sions of the last few years, one might easily conclude that the informal sector consisted largely of productive undertakings : the "unproductive" service occupations (including retailing) and other aspects which do not appear to be amenable to intervention are practically lift out of account. Preoccupied with policy mak​ing, the WEP studies have reinforced this tendency.
Relevance of international discussion to India

How relevant are the issues being debated in African and Latin American countries for the understanding of Indian cities ? Certain aspects have not become points of controversy in Indian research. One need not bother to ask for India whether the infor​mal/formal division is too simple and whether intermediate sectors must be distinguished. Nor can it be said that the nonformal parts of the economy have been overlooked, as was in for Kenya.11 Analysis of the Indian economy has incorporated understanding of "cottage industries" in urban areas and distinctions have been made between the small-scale productive sector and the larger scale. India has recognized the differences even further in defining a "tiny" sector, with its distinct problems.12 Since independence, the needs of these sectors have been included in policy discussions. (Whether they have received the support which some advisors now call for is another matter.) The main point is that the "productive enterprises" of the informal sector have been seen as having a distinct role in industrial strategy. (The service occupations have not, however received so much attention.)
Hence it is not surprising that Indian analysts have not thought it necessary to enter the international discussion about the formal/informal dichotomy. The great diversity of the national economy and the size of each distinguishable category of enterprise or occupation for India as a whole (and for large cities in particular) has left no doubt that the country possesses a continuum of enterprises. Again, the issues raised regarding petty producers, the self-employed and the "coopted" workers take on a different import in a complex economy : simplistic charac​terizations of informal-sector employment will not hold. The more important task becomes to distinguish significant categories and relationships in such a way as to understand the roles of different occupations and styles of enterprise within the economy.
In summary, one does not find in large Indian cities the sharp contrasts which have been emphasized for smaller African cities. With respect to complex cities one might expect to find greater attention paid to the dynamics of interaction between different types of enterprises and occupational groups, both within definable sectors and between them. This concern is emerging as an important one for research in Calcutta.
Harold Lubell's study

The study which was published as Urban Development and Employ​ment : the Prospects for Calcutta was undertaken as one of the first of the city case studies of the urbanization and employment project of the WEP. The stated aims were to suggest practical policies for improving the employment situation by drawing upon the research and knowledge of local institutions, and to suggest future research orientations and lines of policy discussion. Each of the ILO case studies published so far has given some consi​deration to the city's relation to the national economy, the role of migration in employment pressures, the characteristics of the labour force and the 'economic effect of urban infrastructure development." In a recent explanation of the research series, S.V. Sethuraman suggests that the informal sector was the principal concern in each case.13 The intention was to make comparisons among cities possible. Thus while the studies have policy recommendations as a priority, analytical frameworks and research directions were to be developed as a basis for further research.
In the light of these goals one would have expected that the Calcutta study would devote considerable attention to the informal sector, both because Calcutta is regarded as having one of the largest and most complex informal sectors among world cities and because at the time of the writing of the monograph the Kenya mission report was being widely discussed. Surprisingly, Lubell devotes only three or four pages to the informal sector, much of that consisting of fairly casual remarks. Lack of data was one constraint : Lubell did not consider that any direct information existed about the city's informal sector.14 But this cannot have been significant in his decision since at least as much information existed as was available for Kenya. More important must have been Lubell's attitude that the informal sector in Calcutta was not a "problem" for employment analysis : he did not identify the migrant families whose income depends upon informal sector employment as a "target group" for an employment policy. On the contrary, Lubell identified Calcutta's most urgent problems as lying with the long-urbanized Bengali residents, in particular the educated unemployed of Bengali middle-class families. Lubell explicitly linked this preoccupation to his dismissal of the problems of migrants (who
form a considerable portion of the informal sector and whom he expects to increase in numbers in the future):
In the near future, the target group of employment policy for Metropolitan Calcutta need not be the new arrivals, or potential arrivals, of unskilled manpower from the country​side. As in the past, either they will fit into the lower productivity and lower paid employment opportunities that Calcutta has to offer, particularly if the industrial economy expands at a reasonable rate, or they will drift away. The main target group must be the young people who are already in the Calcutta Metropolitan environment in which they have grown up and to whose ways, both good and bad, they are accustomed.15
Lubell goes on to make it clear that these young people are those of Bengali middle-class families.
The careless attitude (in the literal sense of that term) embodied in the statement quoted above must surely be without parallel in the literature of employment problems in developing, countries. One could spend some time examining the assumptions underlying this policy recommendation ; however, the present purpose is to consider what Lubell has to say about the informal sector in general. This is not easy since there is no coherence in Lubell's scattered references to the informal sector. He does not define the sector directly, but simply refers to the Kenya study definition.16 He apparently includes in the sector all cottage industries, most of the casual manual workers of the city, the small-scale family enterprises which come under the Shops and Establishments Act, small workshops and the "unorganized" services. His remarks reflect a number of orientations current in the literature of the early 1970s and he seems unaware that there are a number of implicit contradictions in his various statements. For instance he characterizes the informal sector as a "labour market of last resort"17 but refers to ethnic, language group and caste stratification in employment and surmises that rural migrants have "a rather effective network of information on the Calcutta labour market."18 Further, the emphasis on the "last resort" concept seems to be inconsistent with his later stress on the informal sector as "an enormous reservoir of productive
skills."19 Lubell discounts his perception of the great variety of the informal sector by such blanket characterizations.
Systematic development of the informal sector

Although Lubell does not identify the participants in the informal sector as a target group for employment policy his chapter on "the   employment    problem   and   its   solution"    contains   a recommendation for the "systematic development of the informal sector."20 Here he  brings together his  two perceptions  of the informal sector as a labour market of last resort and a reservoir of productive skills by suggesting a variety  of ways in which unskilled jobs and productive enterprises can be increased.  With optimistic sweeps of the brush he envisages the transformation of an ever-deteriorating urban economy by agricultural moderniza​tion which will generate demand for agricultural equipment and investment in urban infrastructure.  This will increase jobs and generally stimulate consumer demand in the  metropolitan area. Once the agricultural sector is "reorganized", he sees the smaller workshops of Calcutta and Howrah  contributing to the market for agricultural products (with "proper organization", a  repair industry would develop).21   A   passing   reference is made to retailing and to cottage industries in the suggestion that a small-scale commercial and handicraft centre could be encouraged to grow around a  planned  trucking terminal on the edge of the metropolitan district.22 As for the "unorganized services", which he recognizes to be one of the largest users of urban manpower, Lubell thinks that the best guarantee of continuing jobs is "a multiplicity of household incomes that are too  small for the purchase of mechanical household appliances but large enough to command the services of sweepers, laundrymen and tailors."23 He predicts an unchanging persistence of this part of the informal sector : "As long as a  large labour surplus  exists, all these unorganized services in the metropolis will  continue to absorb large numbers of the unskilled at low rates of remuneration."24
Impact of Lubell's study

From the perspective of a decade of research and discussion of the informal sectors of third-world cities, Lubell's study of Calcutta seems to contribute little to the general international debate. Preoccupied with the problems of formal sector industry
and of the educated unemployed, Lubell essentially dismissed the informal sector as a matter for real concern. Consequently he felt little need to identify a concept of the informal sector appropriate for the city or to apply an analytic framework to the variety of nonformal occupations. Although he recognizes linkages between the rural and urban economies (in his discussion of in-migration), his lack of a clear framework does not lead him to explore these in any detail. His observations on the informal sector in Calcutta cannot readily be used to compare this sector in Calcutta with other cities in the ILO case study series.
Furthermore, his recommendations for improvement of the informal sector are piecemeal : some are short-term and limited, others depend upon substantial economic revival in the whole region, a revival which his analysis of West Bengal's economic situation does not suggest is imminent. The lack of examination of ways in which the informal sector relates to the formal raises questions regarding some of his other recommendations. For instance, since the way in which small engineering workshops relate to formal-sector production is hardly touched upon, it is not easy to envisage how the desired encouragement of small-scale engineering and repair industries could be achieved. There is a suggestion that this would be accomplished by subcontracting by formal sector firms,25 without any consideration of the problems which such subcontracting might entail for small firms. In general, the policy recommendations for the informal sector have a quality of unreality, since no reference is made to current policies towards the informal sector and one can gain no sense of how likely it is that any of his recommendations would be implemented.
Perhaps it is unfair to criticize Lubell for the many weak​nesses in his treatment of the informal sector in Calcutta, since he did not see his main purpose as a consideration of the characteristics of that sector. The value of his study thus lies not in his treatment of the informal sector as such but in his laying out of the multiple problems of industry, commerce and employment in Calcutta. His general analysis has power, whatever one might conclude about his policy recommendations and his decisions on appropriate target groups for employment policy.
A.N, Bose, Calcutta and rural Bengal : Small sector symbiosis

This study, prepared 'within the framework of the WEP" but published independently in Calcutta rather than by the ILO in Geneva, was designed as a follow-up to Lubell's. Specifically it was to implement his recommendation that a study be done of the production possibilities of workshops in Calcutta slums in order to see which lines of production could be developed to contribute to the anticipated need for modern agricultural equipment. The monograph is predominantly a summary, with comment, upon past surveys of small-scale industrial units in metropolitan Calcutta together with the results of a small survey undertaken in conjunction with the study. Bose presents these data with an interpretation of Calcutta's economic problems and a programme for development.
If Lubell's study suffered from lack of a consistent framework of analysis, Bose's is burdened by repetitive dogma and heavy rhetoric. Tracing the ills of Calcutta's system to the persistence of take up colonially-established relationships, Bose states a neo-Marxist dependency position in stark and simplistic terms. His discussion is replete with references to "economic necessity", "historic role", overall domination (of the formal sector over the whole economy), excessive profits for metropolitan "oligopolies" and other catch phrases of dependency theory.26 There can be no doubt that Bose's orientation to the informal/formal sector distinction is in terms of structural linkages.
Thus Bose resolves the problem of the relations between the formal and informal sectors by asserting that they operate in separate markets27 but are inexorably linked by dependency relations, the informal sector being "at the mercy of" a few large houses controlling modern industry and especially the marketing system.28 The persistent poverty of the informal sector is explained in terms of this domination. These assumptions lead Bose to interpret aspects of the small-scale production process in Calcutta very differently from Lubell. For instance, Bose regards subcontracting not as a modernizing lifeline which may uplift part of the informal sector but a mechanism used by formal sector units for the exploitation and further marginalization of small units.29
Ultimately, Bose's repetitive rhetoric dulls the  interest, yet there is much in his discussion of surveys of small-scale units in
Calcutta which is opposite. To have summarized the scattered and inaccessible survey and census material on small-scale units in Calcutta's industry is an important contribution to under-standing a portion of the informal sector. Between the bracketing rhetoric one can piece together a very thorough analysis of the characteristics    and   problems   of   small-scale    units.    Bose convincingly points to the intertwining of factors such as access to capital, acquiring of orders, the use of capital, space and equipment, of marketing and transportation" He underlines the extreme vulnerability of small units and their dependency upon the general condition of the economy. He sets the informal manufacturing sector in the context of the informal sector of West Bengal, asserting that, despite the fact that small units in the city deliver their proprietors and workers very low returns, they produce nevertheless significantly higher incomes than units elsewhere in the state and certainly produce a net surplus.31 It is this surplus that Bose sees as the most distinctive feature of the small    units,     holding    hope     for     improvement    through
intervention.32
Bose's analysis of the data is often perceptive. He suggests the importance of factors which are rarely mentioned in more general discussions. For instance, pointing to the relatively higher rents and the higher capitalized value of land and buildings of the small units, he draws attention to the pressing reasons why these enterprises’ seek to locate as near as possible to the "centre of demand". Among these is the fact that because the units do not produce enough to regularly hire modern transport, they must depend upon informal transport. Further inefficiencies in production and marketing occur if this transportation must be used to cover considerable distances.83
Bose stresses the constraints faced by small units in operating at full capacity as a major factor in limitations on income, productivity, and employment for small units. He concludes that for the metropolitan district as a whole, the capital productivity is not a great deal lower than for medium and large units, in spite of the multiple difficulties faced by them.34 This challenges common assumptions about the use of capital by small units and their general productivity.
Perhaps the most valuable contribution of the descriptive chapters is a summary of some of the results of a survey of some
slum industries in Calcutta, conducted as part of the study in 1974. Although Bose was unable to generate adequate statistical information from the survey of 649 units in Calcutta and Howrah covering 56 types of industries, the study can be used to suggest significant variables as a basis for further research. The immediate interest lies in some of the thumbnail sketches of small-scale enterprises. Bose includes brief details on sophisticated small engineering units, an electrical goods producer subcontracting-known company, and a "cottage" type footwear-making family.35 Some surveys were designed to show the structure and functioning of a number of units within the same area. For instance, there is a discussion of garment-making units in a northern fringe bustee in which data from 78 families are used to demonstrate the differences among medium traders, small traders, and piece workers within the slum industry.38 Makers of rubber goods, carpenters, and the image-makers of Kumartully are also included.
These brief sketches are sufficient to suggest how complex is the structure of relationships among different types of traditionally skilled workers and modern units within slum areas. In his "modern" case studies Bose suggests the demands which subcontracting to formal units make upon smaller enterprises.
Bose's dominant theme is the financial problems of the small units, their high insecurity and the probable reasons for the high mortality rates of small firms. He points to factors in the established structures which order many of the more traditional occupations and to the high volatility obtaining in the little-scrutinized fringe world of the subcontracting "modern" unit. It is through these sketches that one gains a sense of the dynamics of informal-sector industry in Calcutta, rather than from the survey statistical data of this and earlier studies. There is scope for a great deal more discussion of these data. Unfortunately Bose does not make the most of his material ; the chapter ends abruptly with little effort to relate his findings to the earlier government-conducted surveys.
Recommendations

What are Bose's recommendations and how do they compare to Lubell’s ? He presents several levels of recommendation for improving the productive potential of informal-sector units.  An
economic "relief programme" for small units should aim to ensure that they would be able to raise capital at the same rate as formal-sector enterprises, thus removing financial discrimination against small units. In certain selected areas (he does not specify which) Bose believes economic relief would imbue operators with hope and the will to organize for larger benefits*37 Bose does not attach much importance to such measures for they "will certainly not bring about a basic change in the livelihood pattern of the urban poor in general and the slum poor in particular."38
But the relief programme suggestion is essentially at variance with his  main argument that policy   must aim at "a   basic reorientation and restructuring of   the   present   metropolitan industrial     commercial      base . . .    rather     than   a     further strengthening of the existing base and  its structure."39 For the reorientation Bose turns to the same    mechanism as Lubell: technological change in the rural economy.  He too  looks to a "green revolution" in West Bengal  but argues that it will be counter productive unless accompanied by a thoroughgoing reform of rural socio-economic institutions (equitable land distribution, abolition of share cropping, full credit to agricultural producers at low rates of interest, state controlled or cooperative marketing systems, etc.).40 A rejuvenated rural economy will create a higher volume of   demand for industrial  goods which will generate "massive new employment in the non-agricultural sector."41 Thus it would be possible to accomplish a reordering of the entire "industry mix" in the metropolitan area, reorienting it towards the needs of the rural economy. Here we discover the meaning of the book's title.
But how is this radical change to be accomplished ? On this crucial point Bose is silent, except to say : "This can be achieved only by a self-reliant, militant organization of the rural and urban
poor."42
Thus Bose and Lubell share the assumption that development
of the informal sector is dependent upon change in Calcutta's industrial economy and, specifically, on an adaptation of several lines of industry to the production of agricultural equipment. Lubell sees agricultural modernization as a technological precondition for urban changes. In a direct although implicit criticism of Lubell's position and his reluctance  to  look beyond
the goal of employment generation in Calcutta, Bose rejects mere technological modernization without radical socio-economic change. Neither scholar is able to suggest in detail the means by which the troubled small-scale industry units could participate in an expanded agricultural production system without being tied more closely to subcontracting relationships with formal sector-firms, (of course, since Lubell regards subcontracting positively, he feels no need to address this issue.)
CONCLUSION
Many detailed criticisms could be made of both ILO WEP reports on Calcutta on account of their analytic frameworks, fundamental assumptions, their incompleteness and their inconsistencies. But it is important to focus upon the substantial weaknesses. These lie in the conception of the informal sector and the context of policy recommendation.
In the final analysis, whatever their general remarks about the nature of the informal sector, both scholars narrow their vision to concentrate on a partial and perhaps exceptional part of the informal sector : small-scale productive units which are "modern" or capable of conversion to modern production. They do this because it is only in the productive enterprises that they see any prospect for long-term employment generation which can be linked to general economic development. The majority of informal-sector undertakings—the many and miscellaneous services, retailing and petty trading, and casual work of all kinds—receive scarcely any mention. We can understand why the manufacturing units were selected for attention. However, we might have expected that both scholars would have pointed out the limited scope of their interest and would have qualified their concluding references to "systematic development of the informal sector." In neglecting to do this Lubell and Bosc have added to what is becoming a serious distortion in recent discussions of the informal sector : the emphasis upon "productive enterprises" as though these constituted the majority of the sector's employment possibilities. Then, work within a manufacturing unit is usually part of primary employment, so that the secondary-employment aspect of the informal sector, and in particular the activities of women and children, are overlooked. These distortions do not
serve the purpose of   broad   understanding   of  employment problems in urban areas.
The small-manufacturing focus also reinforces the tendency to separate employment from its social context and to analyse it largely in terms of economic variables. Thus the very benefits of the term "informal sector," which, being derived from sociology and social anthropology, suggested the connections between employment, social structures, behaviour and values, that is, employment in a social and residential context, are reduced.
These analytical failings are the result of the pressure to articulate practical policies for intervention in urban economies. Both practitioners and researchers are sympathetic to these needs, but how much confidence is to be placed in policies formulated on the basis of a distorted framework and piecemeal data ?
Perhaps we can live with imperfect conceptualizations and models.  Policies may  work without   us    really understanding why.  However, the chances of the WEP recommendations for effecting employment improvement in Calcutta are jeopardized by naivety.  The policy recommendations of both studies arc offered without references to either the past history of policy towards the   informal   sector, and    small-scale   industry   in particular, or to the present structure of decision-making for the state, the metropolitan area, and   the city.    There being no discussion of the constraints—financial, political, administrative, technical—which might impede measures designed to influence the informal sector, one is unable   to   assess   the   ultimate practicability of the recommendations. The Calcutta studies are thus subject to the same "political" criticism as were made of the Kenya recommendations of the informal sector.43 Furthermore the suggested "systematic development" of the informal sector, if implemented successfully, might merely formalize the sector, or a part of it. This, some have argued, would merely extend the structures of privilege "without any real attack on inequality."44
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