TACOS. TIENDAS AND MEZCAL
An actor-network perspective on small-scale
entrepreneurial projects in Western Mexico

TACOS, TIEN DAS AND MEZCAL
An actor-network perspective on small-scale
entrepreneurial projects in Western Mexico

0

Promotor:

dr Norman Long
hoogleraar in de rurale ontwikkelingssociolo

TACOS, TIEN DAS AND MEZCAL
An actor-network perspective on small-scale
entrepreneurial projects in Western Mexico

C M . Verschoor

Proefschrift
ter verkrijging van de graad van doctor
op gezag van de rector magnificus
van de Landbouwuniversiteit Wageningen,
dr C M . Karssen,
in het openbaar te verdedigen
op woensdag 28 mei 1997
des namiddags te een uur dertig in de Aula.

w w w w

U O £

I

U

I

i y

CIP-DATA KONINKLIJKE BIBLIOTHEEK, DEN HAAG
Verschoor, Gerard
T A C O S , TIEN DAS A N D MEZCAL: An actor-network perspective on
entrepreneurial projects in Western Mexico / Gerard Verschoor

small-scale

[S.I.: s.n.]
Thesis Wageningen. - W i t h ref. - W i t h summary in Dutch and Spanish.
ISBN 90-5485-715-3
Subject headings: Mexico; Jalisco; entrepreneurs; small firms; socio-economic
analysis; actor-network theory

Cover: agave

cuauhquisoca

Printing: Grafisch Service Centrum van Gils B.V., Wageningen.

To Lucy

CONTENTS
PREFACE
1. SMALL FIRMS AND DEVELOPMENT

Small firms and development: old ways of talking
Small firms and development: the return of the vanquished
Small firms and development: new ways of talking, or the
same old wine in new bottles?
Notes

2. BRIDGING THE GAP

The small scale variant of the flexible specialization approach
An actor-oriented approach to the study of small firms
Towards a new ontology: people and things as collectifs
Bridging the gap: global networks, local networks, and
obligatory points of passage
Morphology of collectifs: convergence and momentum
Prime movers, distributed action and black-boxed actors
Summary: the argument and organization of the thesis
Notes

x
1

3
7

9
15

18

19
21
25

28
30
34
39
40

3. CONSTRUCTING CASE STUDIES

45

4. HOLDING TOGETHER UNUSUAL BEDFELLOWS

62

5. FERTILE SOIL FOR BARREN EARTH

89

A genealogy of the research proposal
From explanation to description
O n selecting cases for building up a theoretical argument
Notes

An initial encounter with two projects
Carlos: genesis of two projects
Gauging resistance: regional crisis, fiestas and disloyal drivers
Problem-solving, Mexican style
The firm is dead. Long live the firm!
The transformation of Carlos' projects
Conclusion
Notes
.

Chabelo: the emergence of a project

47
53
59
60

63
65
69
74
77
79
80
83

91

viii

T A C O S , TIENDAS A N D MEZCAL

Ejido councils, landowners and beer companies:
possible collaborators?
Testing resistances: demands, expectations and strategies
Enroling new resources, catharsis, and transformation
Conclusion
Notes

94
96
100
103
106

6. THE BRITTLE BOND OF BLOOD

109

7. PRODUCING MEZCAL
Seducing consumers through a technical innovation
Friends and foes I: keeping competitors at a distance
Friends and foes II: recruiting allies into the collectif
Friends and foes III: romancing the home front
Multiple enterprise: supporting mezcal production
Conclusion
Notes

133
136
141
142
147
152
156
157

8. LOCALIZING CONSUMPTION, CONTEXTUALIZING
PRODUCTION

163

Genealogy of a project
Global network of the project
Resistances to the project
Mobilization
Transformation of the project
Conclusion
Notes

The Pacific Coast route
Questions and concepts
Interfaces: networks and facades
Interfaces, networks, and facades: localizing
an operational context
Interfaces, networks, and facades: localizing
producers and consumers
Interfaces, networks, and facades: constructing
consumers and producers
Changing relations between producers and consumers:
reversing tradition
Conclusion
Notes

110
113
117
119
125
126
128

165
170
173

176
179
181
184
186
188

CONTENTS

9. TRANSFORMING COLLECTIFS
Mezcal - historical overview
Problematizations: perceived obstacles to the
development of the market for mezcal
Attacking black boxes through heterogeneous means
Translations: adding complexity to the collectif
Mezcal: a (relatively) strongly co-ordinated collectif
Convergence
Momentum
Conclusion
Notes

ix

192
193
197
200
205
210
212
213
216
218

10. CONCLUSION
Findings from the case studies
Some theoretical implications for the study of small-scale
entrepreneurial projects
Some policy implications for small-scale entrepreneurial
projects

224
227

REFERENCES

236

GLOSSARY AND ACRONYMS

251

SUMMARY

254

RESUMEN

258

SAMENVATTING

262

CURRICULUM VITAE

266

231
233

PREFACE AND ACKNOWLEDGEMENTS
"As a kid, I once got involved in a traffic accident. I was sitting
in the back of a lorry when the thing overturned. When I got
home, I was still bleeding a bit from my leg. My father asked:
'what's the matter, boy?' Since my father despised the owner of
the lorry, I lied and told him I had slipped from a wall. As I did
not want my father to find out, that same day I went to my
grandfather who had a wooden image of San Ram6n - you
know, the saint who takes care that gossip is not spread. With
some chewing gum, I attached two one-cent coins to the saint
so that he would not forget me. After a few days however gossip
reached my father's ears, and I got a real huge beating. So I
went back to San Ramon, took the cents away from him, and
bought me some breads with it. When my grandfather died
some years later, lots of people went to his house to see if they
could get hold of some of his belongings. I was among the first
to be at his place, and the first thing took was San Ram6n's
image. I ran home, and threw San Ramon into the fireplace. I
remember saying: 'so lef s see, bastard, who saves you from this
one!'"
Andronido (77), a farmer from San Gabriel
This thesis is about tacos (a traditional Mexican dish), tiendas (shops which
more often than not seem to specialize in about everything) and mezcal (a
distilled liquor of which tequila is the best known variety). More specifically,
it is a study on problem-solving by rural small-scale entrepreneurs who wish
to make their firms flourish and who are involved in the production and
distribution of these goods and services. As so many pieces of work, this study
grew out of the uneasy tension between love and hate. Between love for the
extraordinary cunning, the shrewd strategizing, and the endless craftiness of
these entrepreneurs, and hate for the hardships, the suffering, the
marginalization of their vast majority. Between admiration for the irony
displayed by these businessmen in the face of adversity, and the horror of
discovering that the 'universe of the possible' of others is so infinitely inferior
to mine. Between the joy of finding new theoretical avenues to understand
the practices of entrepreneurs, and the feeling of anger and impotence when
looking at the way in which these entrepreneurs are portrayed in most
sociological literature as well as in the policies - however well-intended which they engender.
Like Andrdnido, in this thesis I am deliberately iconoclastic. I do
away with cherished theoretical notions which I believe have more harmful
than beneficial effects for the lives of rural entrepreneurs. I am aware that this
may upset some readers. But this is my choice. And my responsibility. Thus
in the pages to come you will not find any reference to traditional sociological
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notions of 'culture' or 'context'. No reference to 'culture' because the concept
has been reserved by Western science to describe one of the 'objective'
entities used to constitute "Man" (cf. Latour 1988b). No reference to 'context'
because the term suggests that the activities of men and women need to be
situated into an existing framework of action defined a priori by the analyst.
Instead, this thesis explores the relationships between men without ignoring
the things of the world - the objects which make visible these relationships.
And it probes the ways in which men and women try to give themselves a
context. In addition, this study returns positively to what is defined negatively:
small firms which are generally attributed to be pre-capitalist, informal,
traditional oroperating underground (as against capitalist, formal, modern and
visible). The thesis does so by taking a novel theoretical framework - actornetwork theory - out of the province of the sociology of science and
technology and into the domain of development sociology, applying it to the
analysis of rural small-scale entrepreneurial projects. It is this, I believe, which
may account for the potential value of this study.
This thesis is part of a large collective of people and things. It adds to this
collective, just as it itself is an effect of it. Of course, I myself brought together
the different elements, but without them this study would have never seen
the light. To thank all of them would no doubt be an impossible task. Yet
some of them were crucial, and some of them I would like to thank expressly.
Jan den Ouden, for his catching lectures which turned me into an
anthropological convert, and for the notion that the study of the Other is the
best way to understand oneself. I am indebted to him for the idea that
acknowledging a plurality of worlds is the keystone to tolerance. Pieter de
Vries and Monique Nuijten for their sincere friendship, and for the long
discussions and heated debates we had about the interpretation of the events
in which we participated during fieldwork. Their company was indeed a great
addition to our stay in Mexico. Alberto Arce for his enthusiastic and
contagious urge to pursue that which is not obvious, and who taught me not
to separate morality from science. Jan Kees van Donge, for strengthening my
belief that I should problematize 'culture'. Thea Hilhorst, for her ability to
let others have confidence in themselves, and for introducing me to sociology.
Joek Roex, MagdaVillarrealJens Andersson, Horacia Fajardo, Gabriel Torres
and Humberto Gonzalez for acting as efficient sparring partners with whom
I could discuss, test and hotly debate my ideas. Jos Michel and Nannie Brink,
for their adeptness in finding solutions to problems - not problems to
solutions.
A special word of gratitude for my supervisor, Norman Long, who
prepared me to take practice in earnest. I enjoyed his enthusiasm, and admire
his Epicurean and agnostic lifestyle which taught me to make the most of
fieldwork situations (and academic ones). He was there when I needed him
(and, sometimes, when I did not!). I value his way of putting everything into
perspective, and of encouraging me to pursue my own ideas, even when these
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did not coincide with his way of thinking: the true quality of a professor. I
will never forget when, after an undergraduate course, he bluntly said to me:
"I can't teach you anything; if at all, I can only stimulate you to swim on your
own." I think he did.
Apart from these friends and colleagues, I wish to thank all those who
made our stay in Mexico a pleasant one. Our thankfulness in particular to
David Flores, Graciela Zepeda, Pablo Naranjo, Teodoro and Margarita
Naranjo, Cuca Zepeda, Chabelo Flores, Le6n G6mez, Carlos and Anita
Garcfa, Juan Arias, Carlos Ortfz, Federico Paz, Armando Corona, Matilde
Estrada, Nachoand RosaG6mez,Tono and Gonzales, LupeCisneros and their
families for showing me some unimaginable facets of the human condition.
In line with the argument of this thesis I also have to mention some of the
non-humans which did not go off on their own, and helped me put together
this piece of work. Mezcal, for the freedom of association it sometimes allows,
and for setting the stage for the construction of trust. No doubt, without
mezcal I would never have grasped the relationships that constitute the groups
in which it is enjoyed. Also, a word of appreciation for my computer (despite
the hard times it sometimes gave me), the pick-up truck which never let us
down, the El Grullo bank's automatic teller machine, the different libraries
and books consulted. And, of course, the Wageningen Agricultural University
for its Assistent in Opleiding grant and excellent benefits which more than
once were detoured to make the lives of some friends a little more bearable.
Finally, I wish to mention my indebtedness to Margreet for her selfless
enthusiasm to take on new things. Without her, doors would have stayed
forever closed. To my daughters, Francesca and Lorena, whose presence
enriched my life substantially - and kept me from overindulging in mezcal.
To my father, Frans, for his continuous backing and understanding of the
sometimes idiosyncratic ways of a son. And to my mother, Lucy, for her
eternal support and inspiration and who, unluckily, did not have the time to
see this finished product. This thesis is dedicated to her memory.

Gerard Verschoor
April 1997

CHAPTER 1
SMALL FIRMS AND DEVELOPMENT

Images, epistemological prescriptions, and Great Divides

This study is about the dynamics and feasibility of small-scale entrepreneurial projects. It is a search for the conditions that make it possible for
some activities to be more durable than others. More than anything, it is a
study of the practices that make a business more or less feasible. Put
differently, it is a study about problem solving. To a great extent, then,
this thesis is about work. A lot of work. Work that needs to be organized
in space and time. Work in process. Thus, in the empirical Chapters you
will meet busy entrepreneurs actively casting their ordering webs around
themselves. But there is more to it. Sometimes I do not talk about these
entanglements as such. For here and there I try to come to grips with
issues that have more to do with social theory than with the businesses
and ventures that appear in the empirical Chapters of this thesis. And
sometimes my rhetoric takes a methodological turn - perhaps only to challenge the methods of scientific procedure that have virtually colonized the
language of development economics and sociology.
Development economics and sociology: two disciplines, (too?) many
paradigms. The fact is, small-scale enterprises have been central in the
agenda of these disciplines for a long time. More recently, policy makers
have also joined the debate and shown renewed interest in small firms.
This interest has been spurred by expectations arising from success stories
about the ability of small firms to adapt to crisis situations at the heart of
capitalism itself. However, whether or not the performance of small
firms elsewhere meets these expectations is an open question. Although
the literature on the theme suggests that there is a remarkable increase in
the number and employment share of small firms in Third World economies, little substantial knowledge about them exists. A key issue here is
the feasibility of small businesses. What firms are feasible? What are the
conditions for their success? Do technology choice, flexibility,
innovativeness or relative size determine the vitality of small firms? Or is
it how they are organized, and in what institutional environment they
operate, that is important?
These and related questions are important, I argue, because great
hopes are placed on the role of small firms as a cure-all for economic
crisis. Indeed, national and international agencies now dedicate a growing
part of their resources to catapult the new key units of economic development: 'small firms' and 'the region'. Thus new policy initiatives and
programs promoting small enterprises in a regional setting now saturate
government agendas almost everywhere. In Mexico, for example, the
Salinas administration (1988-1994) responded to the enormous growth of
1
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small-scale enterprise (both in urban and rural areas) by launching a
number of large-scale programs that were expected to increase the
competitiveness and productivity of the micro, small-scale and medium
sized enterprise sector. In fact, the most important government programs
under the Salinas administration concerned the creation of alternative
income possibilities within this sector. As soon, however, as policy
initiatives and programs towards the sector are formulated, two immediate
difficulties come to the fore. The first, as Pyke (1994:1) points out, is how
regional governments and other regional institutions should act in order to
develop their areas at a time of great international change, characterized
by the emergence of strong global interdependences and growing
supranational powers, and the impingement upon localities of economic
and political action initiated exogenously, beyond regional borders. This
problem, of course, is linked to a second one: what 'small firms' should
be helped? How should these firms be helped?
2

Both problems, I contend, arise from a very limited knowledge base about
the dynamics of small firms: a knowledge base that reflects a vocabulary
unable to identify a number of crucial issues. So, for example, concepts
such as 'small firms' or the 'informal sector' hide more than they actually
clarify. What is needed is another mode of understanding, a vocabulary
that brings forward that which remains hidden by these slippery concepts.
An idiom that does justice to the heterogeneity of firms. A language that
gives priority to the way in which this heterogeneity is constructed, and
which involves manifold struggles, negotiations and accommodations over
a broad range of issues that are crucial for the operation of firms. In short,
a vocabulary of problem-solving that is willing to tackle head-on the
challenge of understanding the organizing practices that arise from
actors' wills to bring about desired changes in the running of their enterprises (cf. Long and van der Ploeg 1994).
In order to understand the dynamics of small firms in general, and
their feasibility in particular, altogether different questions need to be
asked. It is not enough any more to look at the social, economic, or
political factors that affect them in isolation from each other. Neither is it
enough to cling to the received notions of people making, exchanging
and consuming products and services in different 'spheres' of 'the
economy'. Likewise, recourse to ideas about the cognitive characteristics
of entrepreneurs, or to the diverse attributes of markets, seem hopelessly
outdated. W e need to go further, to create new ways of thinking about
small firms. Ways that make visible what was heretofore invisible: the
making of durable firms and institutions (and the institutionalization of
specific practices); the globalization of the local (and the localization of
the global); the fluidity of structure (and the structuring of fluidity).
Indeed, to address these theoretical concerns w e need to pose other
questions. Questions that are not overloaded with assumptions about the
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character of small entrepreneurs; questions that do not switch from
vocabulary when referring to the social or to the technical; questions that
do not change the grid of analysis by referring to 'individualistic' or
'societal' factors.
In this thesis I address some of the problems inherent in traditional
sociological and economic theory by way of a threefold strategy. First, in
the empirical Chapters I try not to fix the identity of entrepreneurs from
the outset. Instead, I follow them in their strategies and stratagems exploring how, in the process, they construct their identities (and that of
others). In other words, / study small firms, while suspending assumptions
about their nature. Second, I try not to impose my analytical
categorizations upon the messy, heterogeneous social and material
practices of entrepreneurs - that is, / describe small firms without reducing
entrepreneurs' practices to social (or economic, or political, or cultural)
attributes alone. Finally, I try to avoid making assumptions about a
backdrop of social, economic, or technical factors affecting small firms.
Instead, I start from the notion that the definition of the character of the
backdrop is something that is itself at stake in action. Put differently, /
abstain from eliciting exogenous factors to account for entrepreneurs'
actions. These three starting points, I argue, offer new theoretical possibilities to reconceptualize the dynamics of small-scale entrepreneurial
projects.
3

Small firms and development: old ways of talking
The aim of this thesis is to cast new light on the phenomenon of smallscale enterprise. Before developing my alternative, let me first briefly
illustrate the epistemological model I wish to counter. My main contention against 'traditional' ways of addressing small firms is that these make
a habit of first defining the nature of small firms, then proceed to prescribe how to go about studying them. This usually - if not always means either overemphasizing economic factors and downplaying social
ones, or stressing social factors while bracketing the economic.
Where do these epistemological assumptions (and prescriptions)
come from? As Foucault (1991) argues, the different perspectives of
sociologists and economists have their own genealogies. Ideas, for
example, equating small firms with tradition and economic backwardness
or promoting modern, large firms as stepping-stones for economic progress and growth have a history to them. How did these ideas originate?
What was the context that made it possible to think about the specific
role of small firms in development? I contend that these stories, these
genealogies, can to a certain extent be traced back - via liberal political

4
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economists such as Smith, Ricardo, and Malthus - to the very beginnings
of the Critique of Enlightenment.
From the time of Kant's Critique of Pure Reason onwards, what has
been central in the sciences is the belief that it was possible to produce
knowledge of unquestionable, universal validity not only about the
natural world but also about social life and its guiding principles. This
belief, of course, can be criticized from a wide variety of angles. For my
purposes, what is crucial in the Critique is the separation between a
natural world full of mute objects, and a world of culture full of human
subjects. The natural sciences soon turned this newly found Nature into
their private hunting ground, while nineteenth century political philosophers converted the human into the realm of their contemplations. Both
camps build unassailable walls around their sciences by way of
positivistic methods in the natural sciences and complicated hermeneutic
spirals in the social ones.
It did not take long before the separation between the social and
the natural sciences was emulated within the social sciences themselves.
Thus, after Nature was severed from Culture, Economy was amputated
from Society, Politics from Religion, 'modern' man from 'premodern'
woman. Indeed, every field that could be stripped-down to a number of
bare, essential laws soon became a fully-fledged science. This, then, is the
characteristic of Modernity: the ability to separate everything that was
formerly treated as part of one single cosmology. To take an example
concerning mezcal (a strong liquor made in Jalisco; see Chapters Seven,
Eight and Nine): what does this separation consist of? To consumers,
distillers or sellers of the drink mezcal is a cosmology. To them, mezcal
maps out a world in which markets, aromatic organic compounds, public
health directives, volatile alcohols, tax legislation, land reform, the
weather and heavy hangovers are all caught up in the same story and
associated with one another. To them, the web is seamless (Hughes
1983): mezcal is a highly complex mixture of social and natural elements
that cannot be dissected to show the particular 'nature' of the liquor. It is
thus much more than a 'commodity ecumene' - which Appadurai (1986)
defines as a transcultural social network of relationships linking producers,
distributors and consumers of a particular commodity - for mezcal traces
an abundance of elements that spill over the purely social, making it look
like a bizarre monster to modern scientists. In contrast, scientists would
warn distillers, drunkards or traders - distrustful creatures that they are that they have it all mixed-up: their view of mezcal is distorted by religion, superstition, tradition. What is needed, the modern scientist would
argue, is to apply reason to mezcal, and proceed to dissect it into its
constituent parts. "Let us separate the economic from the social; chemistry
from politics; taxes from drinking", she would suggest. "Organic compounds are the realm of chemistry; let chemists experiment with that.
Public health is a medical issue; let doctors make their diagnoses. Markets
4
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are for economists; let them provide us with appealing models. And let us
leave the weather to the meteorologists." As to the hangovers: modern
scientists do not suffer from them. They just don't mix their elements...
The new, modern ability to purify, that is, to separate all kinds of events
into their constituent parts - and eventually attributing them to a Nature or
a Culture pole - took root in the social sciences around the end of the
eighteenth, beginning of the nineteenth century. In that period, the
Modern Critique finally made it possible to distinguish between the laws
of external nature and the conventions of society (Latour 1993:130).
Modernizers were finally able to project all hybrid phenomena (like
mezcal) either onto the domain of Natural Law (the World), or onto that
of prejudice and ideology (the Word). As a consequence of this process of
purification, economic behaviour was believed to be governed by the
laws of Nature. Behaviour that was deemed non-economic was remitted
to the realm of Society - which was thought to be tyrannized by human
passions, interests or ignorance. Thus, in analogy to the first
Enlightenment thinkers, social scientists such as Smith, Ricardo and
Malthus - with a little help from the 'scientific method' of positivism embarked on a crusade of demolishing the ill-founded pretensions of
human fantasy in order to uncover the Laws of Nature. In other words,
Enlightenment thinkers proposed to conceive the economy as a domain of
natural law which, if left unobstructed, functioned according to its own
internal laws which were inclined towards a state of social balance - a
balance or equilibrium which, in Hirschman's (1977) words, was seen as
"...coming by courtesy of the "invisible hand'". In contrast, 'society'
represented 'non-economic', social or - as some authors have suggested irrational behaviour often based on relations of reciprocity and redistribution.
5

Once Economy and Society are separated and purified from each other's
influence, it becomes possible to posit the idea of a homo economicus
(the rational, atomized, self-interested individual who is minimally
affected by social relations in his/her market competitive behaviour) and a
homo sociologicus (whose behaviour is norm- or rule-guided) to provide a
philosophical underpinning to both sides of the divide. In the course of a
century now, proponents of both sides of this Great Divide have
quarrelled about the alleged superiority of their models. One particularly
lively form that this debate has taken is that between formalists and
substantivists. The formalists argue that economic behaviour is heavily
embedded in social relations in premarket (or premodern) societies, but
that it becomes much more autonomous with modernization. Formalism
thus "... sees the economy as an increasingly separate, differentiated
sphere in modern society, with economic transactions defined no longer
by the social or kinship obligations of those transacting but by rational

6
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calculations of individual gain." (Granovetter 1992:53). Formalists sometimes stretch their argument and claim that "the traditional situation is
reversed: instead of economic life being submerged in social relations,
these relations become an epiphenomenon of the market"{ibid., p.53).
The substantivist school, associated with the anthropological work of
Polanyi et a/ (1957) and with the idea of a moral economy (Scott 1976),
challenge the formalists' view and contend that any kind of behaviour is,
in principle, embedded in the daily flow of social relations: hence the
market is immersed in social relations.
It is not my intention to review these controversies here. Suffice it
to say that, historically speaking, the role accorded to small firms in
economic development depends from which side of the Divide one is
looking. For those anthropologists and sociologists who advocated the
homo sociologicus position, as well as for those enlightened economists
who tried to reunite the two poles again, it was clear that small firms had
an important say in economic development. Thus by the mid-1950s,
strong arguments in favour of small enterprises, such as labour
intensiveness, adaptability, advantageous utilization of local production
factors, reduced dependence on imports and their role in providing a
seed-bed for indigenous entrepreneurial development, had already been
confirmed (cf. Schumpeter 1934).
Supporters of the homo economicus position, however, 'won' the
debate. They won in the sense that they were able to mobilize more
'allies'. That is, they mobilized the 'scientific method', used statistical
data, or enrolled international agencies. Indeed, for decades there was a
widely-shared understanding among mainstream development economists
on how industrial societies evolved. According to this understanding,
rapid modernization and a 'take-off' (Rostow 1963) into self-sustained
growth could only be achieved by a strategy of accelerated industrialization based on capital intensive, large enterprises that utilized modern
technology. According to one authoritative scholar (Mingione 1991),
development economists clung to this modernization model precisely
because it conformed closely to the classical economy assumption of the
existence of homo economicus and its corollary proposition, that of the
market paradigm. Again, what these assumptions - which are supported
by the majority of social scientists - suggest is that the market is separate
from, and autonomous of, social conditioning. That is, the market is an
entity that is totally separated from the social. Hence most social scientists
consider the market to be the dominant form of social behaviour or the
dominant structuring force in social life. From the point of view of the
market paradigm, social context exists only as a subproduct of market
interaction (cf. Mingione 1991:5).
In the context of theories of economic development, especially in
Third World regions, the force of this analytic model based on the market
paradigm proved formidable. Indeed, the model was pivotal for the
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construction of the very notion of 'underdeveloped economies'. Two
influential economists - Nurkse (1953) and Arthur Lewis (1954), both
quoted in Escobar (1995) - can be seen as having laid down the foundations for this notion. As Escobar (1995:77) argues, the central discursive
operation (which reflects the Modern Critique) of such models was the
division of a country's economy and social life into two sectors: one
modern, the other traditional. Development, in Nurkse's and Lewis'
eyes, consisted of the progressive encroachment of the modern upon the
traditional. This image soon found its way into national governments, the
United Nations, the ILO, the World Bank and the IMF.
The effects of this conception were immense since tradition was
equated with economic backwardness. As a consequence, the 'traditional'
sector was at best seen as playing a transitory role towards a higher stage
of development - and thus only needed in countries that were passing
through an early phase of industrialization (cf. Piore and Sabel 1984). It
was expected, or hoped, that in the course of economic maturation, small
firms would gradually decline in favour of large-scale businesses. At worst
(cf. Lewis 1954, quoted in Escobar 1995), the so-called 'traditional' sector
was thought to have no contribution whatsoever to the process of development and, therefore, had to be obliterated as soon as possible if
economic growth was to occur.
6

Small firms and development: the return of the vanquished
By the early 1970s it became evident, however, that something was
wrong with the prediction that development based upon the modernization model would bring about equity and progress for all. Vast and
growing discrepancies in real-term incomes both within but also between
countries became more apparent. Together with this trend, a large
increase in the number of small-scale economic activities co-existing
alongside large enterprises could be observed. This of course posed an
insurmountable problem to proponents of the market paradigm (cf.
Mingione 1991). Indeed, for a large and growing part of Third World
populations only a strong embeddedness of market relations in relations
of reciprocity and redistribution made life minimally bearable. With this
evidence, the model of atomized, individual competitive behaviour as
independent from the moral, ethical, and religious principles inherent in
local social institutions collapsed. As it turned out, the very idea (and
idealist position) that an analytic concept such as homo economicus could
control or grasp an object situated 'out there' in 'The Economy' was
doomed to failure.
Consequently, new theories were designed, tested, overhauled,
provided with fashionable neo- or post- prefixes, or plainly abandoned to
their fate in the "garbage dump of history". New concepts snatched the

8
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spotlights for a while, then slowly waned. These days other, more
appealing theories such as flexible specialization or regulationist theory
preach from the high pulpit of science. There, they are allowed to reign
unchallenged - until of course more attractive ideas push them off the cliff
to join their predecessors.
Today, when opening the file on theories of small firms one can characterize three different positions. A first line of (policy-oriented) research
stresses the dynamic and sheltered potential for economic expansion and
employment inherent in small firms. Indeed, at the beginning of the
1970s, there was an increasing awareness that most developing economies could not incorporate the growing urban labour force into the
labour market - despite the fact that some countries were achieving
prolonged periods of high growth rates. This realization was accompanied
by a re-emergence of the issue of the role of small firms in the development process. The increased attention to small-scale economic activities
reached a climax with the promotion of the concept of the 'informal
sector' by the ILO's Kenya report (1972) , meaning by this those smallscale economic activities characterized by "family ownership, small scale
of operations, use of labour-intensive production methods and adapted
technology, reliance on indigenous resources, unprotected labour, ease of
entry and unregulated and competitive markets" (ILO 1972:6).
7

Alternatively, a second line of (theoretical) research emphasizes the
explanation and/or understanding of small-scale economic activities in
relation to capitalist and traditional modes of production and the structural
position of small firms in regimes of accumulation and regulation -both in
the First and the Third World. This approach replaces the formal/informal
dichotomy with a model conforming to the variable articulation of
capitalist and non-capitalist forms and modes of production within the
context of concrete social formations (Prattis 1987:31). Subsequent finetuning of the model introduced the category of 'simple' or 'petty' commodity production (Bienefeld 1975; Ennew, Hirst and Tribe 1977). 'Petty
commodity production' signified that individuals or households could not
reproduce themselves without some involvement in commodity circuits,
and that the general 'logic' governing economic life and livelihood
strategies was that of capitalism (as summarized by Long 1986:12-13).
This insight appeared to be corroborated by a wide body of evidence
stemming from the patterns of uneven growth that characterized the Third
World in the 1960s and early 1970s, and which had produced an expansion and diversification of different forms of small-scale enterprise which
could not be interpreted as transitional or residual (MacEwen-Scott
1986:3). The major achievement of this approach - which will further be
referred to as the commoditization theory - is that it contradicted the
8
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prediction that small-scale, non-capitalist enterprises would in the long
run wither away in the face of capitalist expansion.
A third, and more recent line of research on small firms that takes a
middle-of-the-road position between practical and theoretical concerns, is
that avowed by proponents of the flexible specialization paradigm. Originally, the model of flexible specialization was advanced by Piore and
Sabel (1984), who contrasted it with the model of industrialization based
on a Fordist type of production organization. As these authors argue, the
deterioration in industrial performance in a number of Western countries
results from the limits of rigid, mass production systems in which mass
goods are produced using standardized machinery and unskilled workers.
As an alternative, Piore and Sabel propose the flexible specialization
model. In particular, they emphasize the decentralization of big factory
chains and redeployment of productive forces into small units that can
take advantage of flexible technologies. This, they argue, would enable
crisis-ridden economies to react to ceaseless changes by introducing
manufacturing systems capable of making specialized goods using multipurpose, flexible machinery and skilled labour (cf. Hirst and Zeitlin
1991:2). Although of a Western genealogy, the applicability of the flexible
specialization model for the Third World has been explicitly discussed by
Schmitz (1990) and a number of colleagues (Pedersen 1989, Rasmussen
1992, Spaeth 1993, Sverrisson 1993). Methodologically, the flexible
specialization approach is very appealing because its general argument is
that the strength of small-scale enterprise cannot be comprehended by
examining individual firms. Rather, these firms are seen as organizations
interacting within highly volatile, sometimes chaotic, but nevertheless
identifiable networks. As Pedersen et a/ argue (1994:15), in these networks entrepreneurs associate with workers, traders and other participants
in utilizing available and adaptable techniques, thus forming a collective
production unit or 'meta-enterprise'.

Small firms and development: new ways of talking, or the same old wine
in new bottles?
The pros and cons of the theories discussed above notwithstanding, one
question would be in place here. How far have w e really travelled since
Smith, Ricardo and Malthus? The question is pertinent because, as I will
argue, most new theories dealing with small firms are to a larger or lesser
extent based on the same triad of assumptions that are made by the
modernization model they criticize. The first assumption is often referred
to as essentialism. As Woolgar (1988:55) contends, essentialism underlies
the metaphor of scientific discovery,

