
thenewin¬dustrialsector.Thereafter,additionalworkerscanbewithdrawnfrom

theagricul¬turalsectoronlyatahighercostoflostfoodproductionbecause

thedeclininglabor-to-landratiomeansthatthemarginalproductofrurallabor

isnolongerzero.Thusthelaborsupplycurvebecomespositivelyslopedas

modern-sectorwages and employmentcontinue to grow.The structural

transformation ofthe economywillhave taken place,with the balance of

economicactivityshiftingfrom traditionalruralagriculturetomodernurban

industry.

CriticismsoftheLewisModel

AlthoughtheLewistwo-sectordevelopmentmodelissimpleandroughlyreflects

the historicalexperience ofeconomicgrowth in the West,fourofitskey

assump¬tions do notfitthe institutionaland economic realities ofmost

contemporaryde¬velopingcountries.

First,the modelimplicidy assumes that the rate of labor transfer and

employ¬mentcreationinthemodernsectorisproportionaltotherateofmodern-

sectorcapitalaccumulation.Thefastertherateofcapitalaccumulation,thehigher

thegrowthrateofthemodernsectorandthefastertherateofnewjobcreation.But

whatifcapitalistprofitsarereinvestedinmoresophisticatedlaborsavingcapital

equipmentratherthanjustduplicatingtheexistingcapitalasisimplicitlyassumedin

theLewismodel?(Weare,ofcourse,hereacceptingthedebatableassumptionthat

capitalistprofitsareinfactreinvestedinthelocaleconomyandnotsentabroadas

aform of"capitalflight"tobeaddedtothedepositsofWesternbanks.)Figure4.2

reproducesthelower,modern-sectordiagram ofFigure4.1a,onlythistimethelabor

demandcurvesdonotshiftuniformlyoutwardbutinfactcross.De¬mandcurve

D2{KM2)hasagreaternegativeslopethanD2(Kyi]toreflectthefactthatadditionstothe

capitalstockembodylaborsavingtechnicalprogress—thatis,KM2technologyrequires

muchlesslaborperunitofoutputthanKM[technologydoes.

We see thateven though totaloutputhas grown substantially(i.e.,OD2ELV is

sig¬nificantlygreaterthanOD̂LJ,totalwages(OWMEL,)andemployment(L})re¬main

unchanged.Alloftheextraoutputaccruestocapitalistsintheform ofprofits.Figure

4.2thereforeprovidesanillustrationofwhatsomemightcall"antidevelop-mental"

economicgrowth—a!!theextraincomeandoutputgrowtharedistributedtothefew

ownersofcapital,whileincomeandemploymentlevelsforthemassesofworkers

remainlargelyunchanged.AlthoughtotalGNPwouldrise,therewouldbelittleorno

improvementinaggregatesocialwelfaremeasured,say,intermsofmorewidely

distributedgainsinincomeandemployment.

ThesecondquestionableassumptionoftheLewismodelisEhenotionthat

sur¬pluslaborexistsinruralareaswhilethereisfullemploymentintheurbanareasi
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