MODULE 6: SPECIAL ISSUES IN THE POLITICS OF LOCAL ECONOMIC DEVELOPMENT: QUESTIONS OF DISTRIBUTION AND BELIEF
Local Economic Development: A Politics of Distribution
Corporate vs. Progressive Policies?
What generates conflict around local economic development policy are the various distributions of advantage and disadvantage that it entails. Some gain, others gain less, some not at all and others may well lose absolutely. This was clear in some of the examples discussed in Module Four: not just opposition in the living place or in the workplace, therefore, but also between different sectors of the local economy, the Columbus instance being a good case in point (Insert 4.1).

The ways in which these conflicts have been characterized has varied a great deal. One way that picks up on what many see as an important dimension has been suggested by the political scientist Clarence Stone. The distinction which he draws is between what he describes as corporate and progressive policies. Corporate policies are exactly that: ones which favor corporations. Progressive policies, on the other hand, are ones from which the so-called 'people', whether in the guise of residents or workers, gain. This leaves out the division-of-labor aspect of conflict but given the way in which that tends to be neglected anyway, it still reflects a common view.

The criteria Stone uses for distinguishing these types of policy one from another revolve largely around the answers to three questions: who pays? who benefits? and who participates? Each of these is discussed in turn.

1. Who Pays and Who Benefits?

There are a variety of possibilities here. In terms of the question of who pays consider the issue of funding a convention center. Convention centers are attractive to urban growth coalitions since they lend an extra impetus to the revitalization of the downtown – a major preoccupation in many of the country's larger cities – as well as feeding directly into the interests of some members like developers who see money in the redevelopment of the downtown as an entertainment complex complete with hotels, restaurants and extravagantly equipped retail malls. In many cities convention centers have been funded by the local taxpayer. This is clearly not the only way of doing it. There are obvious private beneficiaries from such projects: in particular local hotels, motels, and restaurants, not to mention the developers of those facilities. So, and for example, it is perfectly conceivable that a convention facility be financed by a bed tax levied on guests staying at those hotels and motels. This, incidentally, is the method eventually alighted on in the case of the convention center constructed in Columbus, though only after public funding was rejected by referendum.
 

Other examples will come to mind. Tax abatements clearly favor corporate interests as do special taxation districts in areas of the city undergoing redevelopment. In the latter instance the city agrees that property taxes generated within such areas should be channeled back into infrastructural improvements which will further the redevelopment process there. An example of a more progressive policy would be impact fees. These have become popular in some parts of the US, especially in suburban areas, as a means of getting developers or builders to pay for the infrastructural needs – schools, new roads, parks – which their development activity ultimately entails: costs which would otherwise have to he picked up by the local taxpayer. The builder pays the impact fee for every house sold and the money then goes into a fund to pay for various items of physical infrastructure, the precise identity of which varies from case to case.

There is the separate question of who gains from a particular development strategy. The way in which the landuse regulation power is used by local governments is pertinent here. In Britain there is a long history of so-called 'planning gains'; by this is meant, briefly, the granting of permission to develop in exchange for some concession regarded as providing gains to the public rather than merely to the developer. This might take the form of provision of land for a small park or the setting aside of a small amount of land for a public housing high-rise. This type of resolution to landuse conflicts is also becoming popular in the US. 

In the context of central city redevelopment these types of planning posture have acquired the label of 'linkage'. The idea is that the granting of rezonings, approval of plans, is 'linked' to an agreement to provide various other items of infrastructure or service which will redound to a broader public interest. In San Francisco the construction of large office buildings is now contingent on the provision of a number of housing units in some proportion to the number of central city jobs the office building will generate, or money in lieu of that provision. The attempt here is to mitigate the severe effects such projects can have on central city housing markets. In other cases redevelopment projects have been given the go-ahead contingent on allocating a certain proportion of the jobs to residents or on contributing to a fund out of which worker retraining will be financed. In both cases the beneficiary population targeted by the policy has been central city residents. 

In many instances the adoption of progressive policies by local government is reactive to citizen opposition to what has been planned though the simple fact of opposition doesn't necessarily elicit a favorable response – the history of downtown redevelopment in Detroit is exemplary in this regard. This also raises the possibility, however, that the popular politics of local economic development may give rise to initiatives independent of those dominated by business coalitions and that in fact public-private partnerships may be quite different from those one is used to reading about in the literature. Pierre Clavel's The Progressive City examines a number of instances of just such initiatives. 

2. Who Participates?

The concern for participatory structures focuses attention on the structure of local branches of the state: in particular the degree to which they allow popular access as opposed to the access of representatives of business or those, like the upper, propertied strata of the population, who might conceivably form alliances with them. Stone's purpose here seems to be to provide some explanatory insight into the 'who gains/who loses' question, those who enjoy access to the local branches of the state having an advantage in dictating those particular terms.

This is because from the standpoint of the urban growth coalition democracy represents a problem. In particular, it can facilitate opposition to the sorts of policies it espouses, particularly if those policies are ones which provide significant advantages to corporations considering investing in the locality. Two features of the way in which local government is organized are pertinent in this regard: the use of special commissions and reform institutions.

Special commissions are a common means of administering those local government programs or functions which play a key role in local economic development. The airport, a convention center, a central city redevelopment project (e.g. the Columbus City Center Mall) are often governed in their day-to-day operations by special commissions which are responsible not directly to the electorate but to the mayor's or city manager's office. Key features include: i) the appointive status of their members: business people figure prominently, and this is defended on the grounds of their expertise; ii) the ability to act without reference to the city council: this is supposed to give them advantages in negotiating with would-be investors of being able to cut through red-tape; iii) finally, their deliberations, unlike those of city council or school board, are in secret: this, it is argued, gives them flexibility in negotiation with developers and investors. 

In writing about Baltimore, Robert Stoker has referred to these special commissions as the "shadow government". He writes: 

"Baltimore's advocates view the shadow government as an apolitical means for improving the city's development potential by infusing speed, flexibility and technical expertise into the policy-making process. This allows Baltimore to compete more successfully for corporate investment. Little concern need be given to the organization's democratic character or to accountability to the public interest, because growth and prosperity are in the city's interest and city officials must provide tacit approval of the shadow government's activities." (Robert P. Stoker on "Baltimore: The Self-Evaluating City?" in C.N.Stone and H.T.Sanders (eds.), The Politics of Urban Development. University of Kansas Press, 1987, Chap.13).

Reform institutions date back to round about the turn of the century when a number of major political reforms swept American cities. Two features of particular significance were: i) the non-partisan ballot: the ballot form could not indicate the party affiliations of candidates; ii) at large elections: city councilors would be elected by the electorate at large rather than in specific sections of the city or "wards". These institutions were widely adopted in independent suburbs and less often, though still quite frequently, in central cities (e.g. Columbus, Dallas, Boston, San Francisco, Detroit, but not Cleveland, Los Angeles or Chicago). These at large elections have been widely credited with reducing working class and black representation on city councils and increasing that of business people since the latter have the visibility and resources to mount successful city-wide campaigns. The non-partisan ballot impedes the ability to vote a party ticket and so makes it harder for working class candidates to make up for their lack of visibility and finance through their party label. The institutions are defended, on the other hand, on the grounds of expertise: putting the "best" people in office.  

Both reform institutions and the use of special commissions have been objects of attack for those seeking greater representation of the citizenry in general in those decisions affecting local economic development. An aspect of reform institutions that has been repeatedly singled out for attention has been the use of at large elections rather than electoral systems based on voting and representation by ward. Many of these initiatives have been promoted by black groups since not only have blacks tended to be disenfranchised by at large elections; but in addition, as a result of segregation, they stand to gain from a shift to a ward system. Moreover, it is clear that at large systems have tended to favor growth coalition interests; while their displacement by ward systems has led to some (at least) redistribution of power. 

This is by no means to argue that poorer inner city neighborhoods have been the only areas generating grassroots pressures for a democratization of local political institutions. There have also been pressures from more suburban areas, as well as from those gentrifying neighborhoods of the inner city, seeking greater representation in the deliberations that affect land-use change in respective residential neighborhoods. One effect in Columbus has been the creation by city government of a set of neighborhood commissions. These supposedly provide an element of local representation that would be otherwise absent as a result of the city's at large electoral system. Commissions are partly elective and partly appointive by city government, though the balance lies with the elected representatives. Major items of business include the right to scrutinize proposed re-zonings for comment and negotiation before they go to the city's development commission for a recommendation to city council for a final decision.

The commissions appear to have had some success in altering requests from developers for re-zonings as well as in negotiating with the city regarding items of infrastructure. Nevertheless, they do serve to raise questions, questions that have a broader applicability in any attempt to provide a balanced account of these types of democratization. For a start the commissions have no rights enshrined in statutory law; they exist, their recommendations are accepted, only as a result of the ongoing, constantly revisable, good will of the city council and the mayor's office. As a result the commissions are under great pressure to act 'responsibly'. Their continuing existence depends on their willingness to be 'moderate', not to reject everything but to provide a 'balance' in their decisions between the interests of the developer or the city on the one hand and that of the neighborhood on the other. Further pressures in this direction, of course, come from the appointive members, the selection of whom is often governed by the same logic as that prevailing in the case of special commissions: i.e. 'expertise'. There is, therefore, a constant danger of cooptation by the city and by development interests. 

As I indicated earlier Stone's view seems to be that the answer to the question of who participates controls, in turn, the answer to the question of who gains and who loses. Just as to the balance of gain and loss he appears to be quite pessimistic. He has written that "(A)lthough there are cities in which the progressive influence is substantial, in most cities a thoroughgoing progressive stance offers little hope to officeholders for a secure political future" (Stone,p.287 in C.Stone and H.Sanders (eds.) The Politics of Urban Development). The general literature seems to support this view. Clearly, whether or not the balance is indeed in the direction of corporate policies, at least at the present time, is an important question. So too is the status of the explanation which Stone implies for that particular balance, though whether Stone intends that is unclear. One argument would certainly be that control does not have to be exercised through participation but can be effected through more implicit threats to withdraw resources: the disinvestment from a city subsequent to a policy change can quickly lead to a policy reversal so as to preempt further disinvestment. Both these questions -- the balance between corporate and progressive policies and the role of threats of disinvestment – come together in a literature that I have identified as The New Urban Politics.

The New Urban Politics
The New Urban Politics, or NUP for short, represents an assessment of the possibilities of redistribution from business to workers and/or residents in local arenas. It is a very pessimistic assessment. But as an influential explanation of why corporate interests are so much favored rather than more popular interests in the formulation of local economic development policy it merits a careful and critical examination. 

The Thesis: 

In the first place consider what the NUP amounts to. Its focus is relative mobilities. The argument of the NUP is that capital is mobile – in some versions increasingly mobile, even hypermobile – and able to choose its locations, while labor and local government are tied to particular places and so, to the economic fortunes of those particular places. As a result of this asymmetry businesses, when choosing locations, can play one city off against another. Workers and local governments aren't able to play one firm off against another since no firms may come unless the local business climate is made sufficiently attractive: i.e. redistributive towards business. Firms shop around for the best deal: the State with the weakest labor protections, the city willing to offer the biggest tax abatements, the city most willing to make the necessary zoning changes despite their serious public health implications and so on. Workers, residents, local governments have no means of redress since unlike capital, they can't shop around. The effect, according to many observers, is 'a race to the bottom': a degradation of workers' wages and benefits, of local and not-so-local welfare states to a lowest common denominator.

In lending credence to claims for a new hypermobility of capital those arguing for the creation of an NUP point to a number of developments in the world of production. These include: the deskilling of the labor process; the vertical integration of labor processes; and revolutions in transport and communications technology. These changes, it is argued, have greatly increased the locational discretion of the corporation and liberated it from particular places. The deskilling of work processes eliminates the need to locate with respect to product- or technology-specific skills since with the simplification of the labor process they have become redundant. In consequence firms can locate where wages are lowest. At the same time the vertical integration of labor processes that had formerly been spread across different firms means that access to those firms is no longer a meaningful locational criterion. A division of labor within agglomerations of firms can yield to a division of labor within the firm and allows the allocation of now deskilled aspects of that division of labor to cheap labor sites in small towns or the Third World.

Whether that potential for locational disembedding is actually realized depends on changes in transportation and in communication technology. In fact it would seem that given deskilling and vertical integration changes in transportation like the container revolution or the lowering of cargo jet rates and the revolution in telecommunications do indeed facilitate a widening of this locational choice. Systems of interlinked computers allow the coordination of the operations of far flung branch plants in terms of such variables as inventory control. Computer coded information can now be beamed in a distance-independent manner allowing the location of back offices performing data processing functions for US corporations in places like Jamaica or Ireland.  

For many of these arguments there is a wealth of anecdotal and case-study evidence. These contribute to an image of locational change which is further fueled by the doomsday stories of the media. It is, nevertheless, a very unbalanced argument. In particular it runs counter to what we know about the imperatives of the economic system, the variety of ways in which those imperatives can be obeyed, and the (changing) conditions which affect the choice of one strategy over another. 

The Mobility of Capital Assessed

1. Cost Reduction Strategies:

To the extent that it relies on notions of the increasing mobility of firms, the NUP relies on a particular conception of capitalist competition: that it is cost-reducing. According to this, firms move in the direction of deskilled labor because deskilled labor is cheaper. And they are able to so move because transportation costs have come down to such a degree that the cost of bringing in parts or finished products from distant production points is not so high as to offset the gains in labor costs. Before moving on to assess the implications of such an assumption for firm location I should point out that competitive strategies can by no means be so reduced. Firms also compete through their products, their quality, reliability, novelty, costs of operation, ease of repair, durability. This applies to both consumer products like automobiles and to capital goods like electric power station generators and airplanes. Expanding the argument to take cognizance of these different sorts of strategy lends further weight to the view that the NUP is at the very least highly overgeneralized and should, therefore, be subject to very careful scrutiny.

Assuming, however, that firms do single-mindedly pursue cost reduction strategies of competition, the first point that we should note is that deskilling and vertical integration are in no way inevitable outcomes or even objectives of that search. The precise form of a cheapening strategy is a contingent matter. It may indeed be achieved, as per the NUP, by deskilling or by vertical integration but it may not be. It may be that, given particular combinations of machine/raw-material/skill/productivity, the cheapening strategy lies in reskilling. Likewise, although at a given point in time there may be economies from vertical integration, cheapening at other times may be a result of disintegration: uncertainties in product markets may emerge which discourage quasi-fixed expenditures and encourage alternative strategies of obtaining access to the technologies entailed by those expenditures like subcontracting. Alternatively labor market difficulties may suggest the advisability of spinning off operations, greater reliance on non-unionized subcontractors, perhaps. The conclusion has to be therefore that there are no secular, i.e. long term, uni-directional, tendencies to deskilling or to vertical integration, and to the extent that arguments about hypermobility rely on the assumption that there are, then doubt is also cast on that particular thesis.

This is particularly interesting in light of the emphasis that Allen Scott has given to vertically disintegrated labor processes in understanding the persistence of agglomerative effects in modern space economies. Far from melting away as we might expect if the dire predictions of the effects of deskilling, firm integration and reduced transportation costs were true, large agglomerations of interrelated firms persist. In some cases an agglomeration is associated with one particular industry, as in the case of Silicon Valley. In other cases it is a question of several such complexes which may not relate at all. So in Los Angeles there is a garment industry complex, an entertainment industry complex of firms and just to the south in Orange County, a hitech electronics complex. But the important point is the continuing existence of these ensembles of interrelated firms for they are chronically hard to move. This in turn is because the constituent firms are so reliant on one another and provide an important condition for respective competitive advantages.

The vertically disintegrated firm provides several advantages. Quite apart from it offering the maximal economies of scale given current technologies it also means heightened firm specialization. Each firm focuses on a particular stage in an input-output chain and this facilitates the learning process, an understanding of the technology and mode of organization of labor, and so the development of new ways of reducing costs. But if these advantages are to be secured the individual firm has to be close to its suppliers and its clients. The smallness of vertically disintegrated firms means that they have difficulty taking advantage of the discounts that transportation firms offer for large orders. This is the origin of the agglomeration effect.

But as the agglomeration develops new, reinforcing effects emerge. To the extent that the constituent firms are indeed able to descend a cost reduction curve as a result of their specialization, this places firms elsewhere, less vertically disintegrated perhaps, at a disadvantage. The only place where production is economically possible becomes the agglomeration. As firms elsewhere die out so too do the skills in those locations. The agglomeration which is now monopolizing those skills and associated knowledges grows further, therefore. New firms come into being. With this expansion further vertical disintegration and hence further firm-specialization may be possible. The growth in demand may mean that market thresholds are reached for firms to further subdivide and relocate particular aspects of respective labor processes into new firms.

From the standpoint of the NUP we can note two effects here. The first is that the individual firms are locationally embedded. It would be very hard for them to relocate elsewhere. Second, assuming that agglomeration does indeed bestow competitive advantages over more dispersed competitors elsewhere it should enjoy a profit advantage and as the advantages of further agglomeration are explored and realized, those profits should grow. So on the one hand local labor has some leverage over employers since moving elsewhere is not an option. And on the other hand, they can afford, on the basis of their healthy profit base, to make concessions to labor or to local government in the form of requests for increased taxes. This is hardly in accord with the predictions of the NUP.

Another quite crucial variable in assessing the distributional implications of the sorts of geographical dispersions and rearrangements implied by deskilling, vertical integration, and transportation change is the geographic scale at which they are occurring. For while (e.g.) the deskilling of labor processes can facilitate relocation to low wage peripheries, those peripheries may be national ones rather than the Third World. In other words the processes that are supposedly the condition for the NUP may play themselves out entirely in arenas defined by the national boundaries of First World states. Instead of relocation to the maquiladoras of Mexico there may be important reasons for relocating low skill production to the US Sunbelt. Instead of relocating textile mills to a Free Trade Zone in Sri Lanka the garment manufacturers of London may seek out locations in small English towns away from London's high cost labor.

There are good reasons for expecting scale effects of this nature. Relocating parts production from, say, California to the Far East while retaining final assembly in California can create problems of quality control particularly if shipments are made by ocean. This is because the lengthy time it takes between production of the part and its receipt in the United States increases the costs of defects in the manufacturing process. And this is because it takes longer for the problems to be recognized at the point of assembly. If delivery takes two weeks then during that time the parts plant in Taiwan or wherever is continuing to produce defective parts. It is only during the final assembly process that the defect is discovered and then large numbers of defective parts have already been produced.

Other reasons include the difficulty of relocating overseas for smaller firms as opposed to relocating within the home base. Relocation overseas requires a large financial cushion to cover the risks of setting up operations in a very unfamiliar environment, hiring key personnel with insight into local conditions, establishing suppliers and so forth. In such instances the next best option may be relocating to a small town in the Southern States of the US. This may sound very second best, but the difference may not be so great when skill and literacy considerations are factored in alongside wage costs.

But if the relocations are occurring intra-nationally that means that even though individual local governments cannot control them national governments can. As a result national policy can become an important stake for place-specific growth interests seeking to spell out the rules of the game to their own advantage. To some degree some insulation of the impacted regions from the relocations and plant closures occurring may be automatic as a result of the way the national welfare state works. Increasing incomes in new growth areas produce for the national government an increasing stream of revenue out of which it can pay unemployment compensation and other forms of transfer to those workers in declining areas who are out of work. 

Alternatively the locational changes occurring may actually be contested by those localities or regions whose workers, residents and perhaps some firms find themselves losing out from them. This can occur in a number of different ways, though not necessarily successfully. In the United States the labor movement, threatened in its Midwestern and Northeastern heartlands by relocation of industry to the Sunbelt, has lobbied for plant closure laws to discourage that relocation. They have also fought for changes in the laws governing the investment of union pension funds with a view to investing the money in unionized firms and in those which invest in what has come to be variously known as the Rustbelt/Coldbelt/Snowbelt.

In addition labor has formed coalitions with local growth coalitions to push for other federal legislation or changes in the existing laws in order to stem the haemorrage of jobs. Relocation to Sunbelt locations, particularly small towns there, has as its conditions the changes in labor process technologies and in transportation that we referred to above. Once labor processes are deskilled then they can be moved out of relatively high wage locations like Akron or Buffalo into small, low wage towns in South Carolina or Arkansas. But if South Carolina and Arkansas should lose some of their advantage for firms relocating into them then they might choose to stay in places like Akron and Buffalo. Accordingly there has been talk about 'leveling the playing field', but upward to Coldbelt standards. 

At present Coldbelt States find themselves disadvantaged by relatively expensive welfare states and by their labor laws. Relatively expensive welfare states mean relatively high wages in order to pay the taxes and in addition higher corporate taxes on profit rates. A shift towards the federalization of the welfare state, converting Aid to Families with Dependent Children into an entirely federal program, say, would eliminate this relative disadvantage. 

Likewise the Taft Hartley Act of 1947 allowed States to outlaw the closed shop. The closed shop makes organizing workers into unions relatively easy whereas the open shop, which many Sunbelt States opted for subsequent to the passage of the Taft-Hartley makes it much harder. Legalizing the closed shop nationally would make it easier for the labor unions to organize in the South and in some States of the West and so take away some of the low wage advantage that has become important in the context of deskilling of labor processes and cheaper/faster transportation.

This is not to say that simply because there is the possibility of regulating location change to the advantage of the 'losing' localities that it will actually happen. There has been some success. Plant closure laws have been passed, for example. But the important point is the possibility of such contestation: a possibility that is entirely lacking at the international level with the possible exception of the European Union countries where high wage countries like Germany have sought some leveling upwards of national welfare state standards. So the scale at which processes of globalization are occurring -- whether intra- or international in this instance -- may be important for assessing the  (pessimistic) claims of the NUP.

2. Product Strategies:

Thus far in this discussion of the NUP I have confined my attention to competitive strategies of the cost reducing kind. Firms aim to maximize their profits by minimizing their costs. One of the ways in which costs can be reduced, indeed the way emphasized by the NUP, is by some relocation of production facilities to low wage sites or to locations with lower taxes, less costly welfare states. But firms have other strategies with different locational implications. Instead of choosing to compete with other firms in terms of costs they can compete in terms of the qualities of the product they offer. This may include upgrading the product in some way, making it less repair-prone, perhaps or giving it some feature that no other product has: energy efficient in the case of appliances like refrigerators or faster in the case of personal computers. They may also choose to compete by continually changing the product they offer or adding new ones to their existing ensemble. This is a standard practice in the pharmaceutical industry, for instance. 

This product-focused strategy applies not just to products for final consumption: the sorts of things we buy in stores. They apply also to that wide variety of products that we never see in the stores because they are used in the production of those things that we actually consume. Manufacturers of machine tools, of oil refineries, of electric turbines and jet engines, may all, in fact almost certainly will, pursue product development and innovation strategies. Some of the products in question don't have the tangible quality that we typically associate with them. But the knowledges that (e.g.) consulting civil engineers and architects draw on are also subject to conscious change with a view to obtaining a competitive advantage.

To the extent that no other firm is producing the product in question then instead of charging the same price as the competitors the price can be raised. How much it is raised depends on the premium that consumers, final or intermediate, are willing to pay to have the advantages of the new or upgraded product. American auto buyers were willing to pay more for Japanese automobiles at one time because of their reputation for quality and low repair cost records. A so-called 'wonder drug' may be able to command an impressive price premium.

The important point from the perspective of our interest in the NUP and in the mobility of capital, however, is that the conditions under which product upgrading/transformation/innovation occur tend to be locationally embedding. This is because of the crucial role that social learning plays in the product development and innovation process.

All production, of course, is the outcome of a process of social learning. We learn how to do things from watching others. Improvements in the production process come about as a result of the pooling of experience. If this sort of learning is to take place then there has to be some stability in the locational relationships of those party to it: people have to be working together on a day to day basis for a sustained period; firms working at different stages of the input-output chain have to be collaborating with each other and spatial separation can sever those arrangements. 

Firms with strong records of product development and innovation accordingly tend to be locationally stable and purposely exploit the advantages of that locational stability. They develop relations with other firms and exchange knowledge with them. These may be firms working on the same product or firms that actually consume the final product. It is important, for instance, that the producers of machine tools be in continual contact with the industrial firms that consume their products so that glitches can be eliminated, and new needs identified. They also encourage stability among their own workforce. This is clearly of vital significance with the formal research and development work. People work together on long term projects and the breakup of a research team can be a major headache for the employer in the sense of putting new products behind schedule. But it is also important in the production process proper. 

One of the important features of Japanese production technology has been the belief that the learning process on the production line is quite long and that workers can develop new insights about the product or about the way it is produced that can result in an upgrading of either the product itself or the way production is organized. This was one of the reasons that the Japanese auto companies for a long time were pessimistic about locating facilities in the US: they realized that it would take a considerable period of time before they were able to exploit the same advantages of worker stability, even if they could accomplish that stability to begin with.

Likewise technologically dynamic firms benefit from having all stages of production (R&D, design, production) in the same location. This is because designing and developing new products can benefit from knowing just what the production possibilities are, what the skill limitations/possibilities are, what the component suppliers are capable of. So while it might be possible in terms of the skills demanded to relocate some aspects of the production process elsewhere there are also countervailing arguments in terms of the advantages of sharing knowledge.

A more general feature of corporate strategy that can be interpreted in the light of the importance accorded social learning is the internal labor market. Many firms have labor recruiting procedures that give first priority to existing employees. A position becomes vacant at a certain level. It will be advertised first to existing employees, so giving them the opportunity of a job at a higher wage. Only if this fails to turn up a qualified worker will it be advertised outside the firm. In this way the firm encourages workers to look to it as a life-time, or at least a very longterm, employer. Worker competences can accordingly be built up and the resulting knowledges exploited in the form of changes in the organization of the work process or in the form of product improvements or even new products. Insurance underwriters working for a firm that specializes in a particular market niche – fire insurance for fire-vulnerable activities like offshore oil drilling, for instance – are much more likely to come up with new products that the employer can exploit the longer they stay with the firm and come to understand the particular environment of opportunities and constraints that it faces.

The consequences for the NUP are very similar to those I adumbrated when considering the implications of Allen Scott's arguments about agglomeration. Higher profit rates are achieved by firms but at the expense of having to stay put. Remaining in the same location is the price they have to pay for appropriating the advantages of social learning. Clusters of employees who interact over the long term, clusters of firms that do likewise develop unique knowledges that can pay off in terms of a stream of new products and new product improvements
The reference to 'territorially specific economic tissues' is especially apropos here. But for this to happen those clusters have to be protected and their distintegration resisted. This means two things. On the one hand firms have the horizon of an increasing stream of profits out of which they can actually pay higher wages and benefits to their employees and increased taxes to local governments. On the other hand, the locational embeddedness of those firms gives their employees an advantage in bargaining for improved terms. Employers have no locational alternatives to which they can escape. Likewise local governments, and for the same reasons, will be able to claim an increased stream of revenues, at least in absolute if not in relative terms.

The NUP argues for a new mobility of capital which it believes is giving firms new bargaining power with respect to workers, taxpayers and local governments. In bargaining for sites they exercise an insistent downward pressure on local business taxes, on wages and benefits, on health and safety provisions and so forth. But contrary to this image we can identify situations in which capital is locationally embedded and in which, contrary to the predictions of the NUP there may actually be some redistribution away from the firm in the direction of workers, local residents and local governments. The locational changes focused on by the NUP, in other words, seem to have been significantly overgeneralized, generating conclusions at variance with its own..

Worker Mobility and the Space Relations of Local Governments
So while it seems fair to say that business does experience significant locationally disembedding effects of the sort which might widen its bargaining power vis-à-vis labor and local government, there are also, and necessarily given the nature of the economic system, effects which are locationally embedding in their character. And just as it seems difficult to generalize about business, so too is it hazardous to generalize about the local dependence of labor or even local government. 

Some fractions of the labor force are clearly much less locally dependent than others. Life cycle status seems to be a significant factor in this regard. The timing of major life cycle events with locationally embedding implications – like marriage, children and homeownership, as well as moving into a particular career path – means that younger adults tend to be much less place-dependent than the more middle aged. In other respects the locational risks of all fractions of the work force have been reduced by state assumption of responsibility for unemployment compensation. 

Within countries, moreover, there are strong tendencies towards the interregional equilibriation of labor markets. As a result of migration labor supply tends to increase in areas undergoing employment expansion, so holding wages steadier than they might be otherwise; while in areas undergoing decline labor supply diminishes so wages do not decrease at the precipitous rate one might expect. This is despite the fact that all places, regardless of how rapidly their economies are expanding or declining, tend to experience a rate of outmigration that is fairly constant across localities. The difference is due to the destinations chosen by the leavers: they tend substantially to be those places experienceing growth in the local economy.

Local government too can vary in its local dependence. Just as firms can spread their locational risks by establishing branches in other locations, so too can local governments mitigate their dependence on a local economy. This they can accomplish by externalizing some of their revenue needs on to more central branches of the state. The diversity of the local economic base is also a significant variable in this regard so that local governments can be expected to give their support to growth coalition attempts to bring in different types of firm into the local economy from those that exist already.

***********************

So our overall conclusion has to be that things are not quite as bleak for workers, residents and local governments as the NUP would have it. Capital is not necessarily hypermobile and workers are not necessarily immobile, particularly within countries. The local dependence of local governments can also be mitigated. This means that workers and residents and local agencies of the state are often less vulnerable to the requests of business for wage and tax concessions and changes in welfare state legislation than might have been thought and in some instances, as in the cases of agglomerations emerging around locally embedded growth industries they may be much less vulnerable.

This does not mean to say that in such places all will gain or gain to the same degree. Much depends on local conditions. A technologically dynamic industry may be expanding in employment as its profits soar. Workers get higher wages as the firm bids up wages in order to attract them from elsewhere; and some get much higher wages depending on their acquisition of firm-specific knowledge and hence the importance of their continuing employment by the firm. Workers then seek (e.g.) to convert those higher wages into a higher standard of living by purchasing 'better housing'. Depending on how competitive or monopolistic the local housing development industry is prices will be lower or higher. Where there is supply constraint some of the higher wages of the workers may be siphoned off by the development industry. Likewise under these conditions existing homeowners may see their wealth increase as workers, flush with cash, bid up the prices of those homes.

Territorial Ideologies and the Politics of Local Economic Development

Our beliefs about ourselves and about the world we live in are important. We act in accordance with our beliefs. Our politics are no different. The positions we take on different issues invariably reflect our beliefs on the matter and how we relate to the issue in question. 

We acquire our beliefs in diverse ways. We certainly reflect on the world around us and on our relations to it. But in so doing we use various ideas, concepts, or more mundanely what we might terms 'beliefs' that we have acquired from others: from specific individuals, from the public addresses of politicians, from journalists and the media generally and, more subtly perhaps, from the everyday concepts about the world that we learnt in school and in the context of our families and which we continue to use in our day-to-day activities. 

But the fact that we are influenced by what goes on around us, by what others say, by the simple repetition of messages and arguments, means that what we believe can be contested. If there are different material interests out there, then the beliefs we have about them can be an important stake, particularly in a democratic context where things get voted on and beliefs determine how we vote. What we believe may not be contested in any direct way. But given the existence of cleavages in society around material issues it is important to us what others believe and at certain times this becomes very obvious: as, for example, when during a referendum campaign a particular lobby tries to convince us that the outcome will have certain material implications for us and that these will be indubitably good, or alternatively bad for us. So how particular issues are represented, or how the more enduring context for those issues is defined, is important to understanding politics, and the politics of local economic development no less.

Local growth interests, clustered around the Chamber of Commerce perhaps, or around a specific project like a new airport or convention center, or indeed a local manufacturers' group anxious to defend the local conditions of their own profitabiity advance proposals, policies, that may not be in the interests of everyone. In fact some residents, workers or other firms may actually lose from them or, more accurately, have good grounds for believing that that they will lose. A proposal for a new convention center may call for an increase in the local sales tax and may impact badly on an adjacent gentrifying neighborhood. New airports also cost money. The conditions provided by State governments may also be important issues for local growth coalitions as in the case of labor law, the availability of funds for new highways, air pollution control legislation resulting in higher electricity bills for those operating in the State.

All these issues are difficult to resolve locally due to the fact that some will see themselves losing from their resolution. One way out of this dilemma for the local growth coalition is to externalize the costs of what it is they are proposing: to push the costs, that is, onto non-locals or onto the residents of other States. Local economic development policy and politics is riddled with these sorts of responses. Some examples:

i) A suburban government may face difficulty with a local electorate from its policy of encouraging commercial and industrial development. Local taxpayers will very likely be concerned about the residential implications of this. More parents coming into the area means demands to build new schools which means increased local taxes. Industrial development may also bring 'undesirables' into the area to live. Often this is handled by the quite deliberate design of land use regulation policy. Land will be zoned to favor commercial and industrial uses and to make residential development more difficult. Measures towards the latter goal may include zoning only for low density residential to keep numbers down and zoning only for single family: this latter on the understanding that 'single family residential' will select in the more affluent and select out the less well off who are more likely to live in apartments. These policies will be justified on the grounds of the interests of 'local residents'. So already we can see an implicit counterposing of locals and non-locals. People are being addressed as if where they live is an important determinant of their interests as opposed to such distinctions as, say, social status.

ii) A number of States were adversely impacted by the Clean Air Act of 1993. Ohio was one of them. In order to come into compliance the power companies were ordered to reduce their high sulphur emissions. There are two ways of doing this: a) installing expensive scrubbers in smokestacks; b) burning low sulphur coal imported from Western States like Colorado and Wyoming. In Ohio the State coal lobby argued for alternative a) on the grounds that this would secure the market for their high sulphur coal that would otherwise be shut out. This, however, implied higher electricity prices in Ohio for manufacturers so this solution was opposed. A group calling themselves The Electricity Consumers of Ohio, an organization of manufacturers consuming large amounts of electricity, was to the forefront in this campaign. So it seemed that whatever course of action was adopted someone in Ohio was going to feel the pain. Moreover, increased electricity prices would adversely affect the State's business climate and so make inward investment harder to attract. The solution hit upon by the State, along with other States badly affected, like Illinois, was to try and externalize the cost of coming into compliance with the Clean Air Act: the federal government, it was argued, should fund the scrubbers or at least offer hefty tax writeoffs for their purchase and installation. In the event this was turned down, in part because the States exporting low sulphur coal opposed it. But it is the deliberate territorializing strategy that is interesting here. The issue is represented not as one of those gaining from and those losing from air pollution, not as one of subsidizing industrial development in various ways at popular expense, but as one territorial grouping against another: Ohio vs. the US or Ohio vs. Wyoming and Colorado, for example. This is the way it was presented in the media and this is the way in which many people continue to think about the issue.

iii) A major problem for suburban school districts, as was alluded to above, are the costs of new residents in the form of having to find the money for new schools. The problem is that it is not just the new residents who will be taxed for this purpose but also the existing ones. One solution that is typically offered in such instances is the idea of impact fees: for every new house built the builder will be assessed a fee that will go towards the provision of new school facilities. But usually builders are opposed to this since they fear that it will be themselves that end up paying for this since it may be difficult to pass the fee along to the home buyer. So local residential development is contested. One way out of the impasse is to externalize the costs onto the State: come together with other similarly impacted suburbs and lobby the State for subsidies for capital expenditures. So what was originally a resident vs. developer issue becomes one of people defined by where they live. The developers, for instance, will turn it into one of newcomers vs. existing residents, claiming that through the imposition of impact fees newcomers will be adversely affected in the form of increased home prices, though whether or not this will actually happen depends on empirical circumstances. This can result in attempts to push the issue up to the State level where it can also be divisive but this time along the lines of impacted communities looking for subsidies and the unimpacted unwilling to foot the bill for development elsewhere.

The territorialization of the issue, the effacement of cleavages within the locality in favor of cleavages between localities, can come about in other ways too. Workers' compensation has been a major source of division between employer and employee. For each worker employers subscribe a premium to an insurance fund to cover compensation for injury on the job. For a variety of reasons these premia have become quite high in a number of States and employers have been complaining. This is despite the fact that workers may gain from the legislation or the way it is being enforced. In many instances, however, the issue has been transformed from one dividing business from labor into one dividing one State from another: a division between groups whose interests are defined territorially rather than, say, in terms of the employer-employee cleavage. The problem with high workers' compensation costs, the argument will go, is that it makes it harder for 'our State' to compete with other States for inward investment. Workers' compensation, in other words, is putting profits and jobs in 'our State' at risk and so needs reform. Instead of the divisions between business and workers, therefore, there appear unities between them, and divisions between these alliances and similar alliances in other States.

Belt tightening, in other words, is, according to this logic, nothing to do with the drive of business for increased profits. Rather it has to do with the competition between the States and between business-labor coalitions in those States, for inward investment and the growth not just of profits but also of jobs. The implication is that the agents involved in the politics of local economic development are not mutually antagonistic classes, races, or whatever, but groups whose interests are territorially defined. This, of course, makes it much easier to put together coalitions in favor of an local economic development policy that may indeed impose sacrifices on some. Hopefully those sacrifices can be externalized onto territorial groupings elsewhere through (e.g.) federalizing the subsidies to local development programs or by a change in federal law that will alter the balance of competitive advantage between firms in different localities. But territorialization does not rely solely on that strategy and can be brought about simply by a counterposing of territorial groupings locked in competition one with another. (See Appendix A for more on territorial ideologies).

APPENDIX A: TERRITORIAL IDEOLOGIES REVISITED
Territorial ideologies emerge in the context of popular resistance to the projects of local growth coalitions, developers. Typically there is opposition on the grounds of environmental disruption, impact on residential property values, the imposition of costs on the public at large in the form of (e.g.) tax increases to pay for convention centers, stadia, tax concessions to inward investors, the worker givebacks proposed in order to forestall plant closures, etc. This is the context in which growth interests must provide an interpretation of their activities that will mute popular opposition, co-opt the indifferent and so on: this interpretation is typically one which emphasizes the benefits the development will bring to the locality. This explains the common appeals that are made to the idea of local economic development and the idea of gains for many in the locality in the form of jobs, additions to tax base.

Note the concept of ideology that is being used here: an interpretation / understanding / representation of events that is: i) highly selective and perhaps in some instances, even false; but ii) whose acceptance by broader voting publics will redound to the benefit of those propagating it. 

These interpretations are often further elaborated through appeal to the idea of territorial competition. According to these arguments in order to obtain these local gains in the form of jobs, and additions to tax base, local sacrifice in terms of tax increases, worker givebacks, changes in workers compensation laws or in labor law in general (at the State level) are necessary. They are necessary because ‘our’ locality is competing with other localities for jobs, tax base, etc. In order to attract in the inward investment, the visitors to the city’s hotels, then ‘we’ have to obtain an edge vis-a-vis our competitors by offering bigger subsidies than they do, providing a ‘better’ business climate than they do. It is a sacrifice, it will be claimed, but: i) it’s necessary because all other localities want the same things as we do and are trying to obtain them; ii) not all localities can succeed in getting what they want; iii) and in the long run the sacrifices made will pay off in the form of jobs, lower tax rates as the tax base is enhanced, and improved physical amenities for all, like the expanded service at the airport that one can anticipate as the local economy expands.

But these appeals to territorial competition don’t always work. The opposition may not be persuaded. In fact, in some instances the growth coalition may not even try the appeal to territorial competition. It may recognize from the start that the opposition is implacable and that some other strategy has to be tried. That strategy is to externalize the costs they are trying to foist on to the local public on to non-local publics: to try to get people, businesses elsewhere underwrite the costs of continuing local development or of reviving it. 

All development or re-development projects have costs. The question is: who is going to bear those costs? The immediate beneficiary or beneficiaries of the development? The local public? Or non-local publics? Appeals to territorial competition are an attempt to get the local public to absorb some of the costs. When that fails, or is anticipated as futile in the context of past experience, there are attempts to shift the costs to non-locals. 

Example: When confronted with the decline of local economic bases in the Midwest and Northeast local growth coalitions tried to revive them by getting workers to absorb the costs of that revival: they were supposed to absorb them in the form of worker givebacks, losing some of the protections that workers’ compensation law had provided them, losing the bargaining power that the closed shop had offered, etc. But they resisted. The attempt was then on, on the part of local growth coalitions, to shift the cost of reviving local economic bases on to publics elsewhere: specifically in the South and West. This was done through bringing pressure to bear on the federal government to: i] rechannel federal expenditures away from the South and West towards the Midwest and the Northeast; ii] federalize labor law and the American welfare state so as to reduce the competitive disadvantage that firms in the Midwest and Northeast were suffering relative to firms in the South and the West (i.e. creating a so-called ‘level playing field’ but one that would be to the advantage of firms in the Northeast and Midwest by, e.g., leveling standards of public provision, labor protection upwards to the standards prevailing in their regions).. 

Sometimes this attempt to shift costs elsewhere works. There is no resistance from these wider publics. Some of the pressure on local taxpayers resulting from the demands of developers and local growth interests for public subsidies of various kinds may be relieved by shifting some local spending to the State level. Given the magnitude of the State budget the resultant impact on taxes may go virtually unnoticed. Recall that the State is typically the agent that provides most of the money for the financial incentives that the localities offer to incoming firms. If there is opposition, of course, the State will have recourse to the same sorts of arguments about territorial competition that local growth interests often try: that the financial incentives are necessary if ‘our State’ is to obtain inward investment with all the positive consequences that, supposedly, it brings in its wake.

But sometimes it doesn’t work. The public onto whom the costs are being externalized resists. This is what happened in the case of the Northeast / Midwest attempt to get federal interventions which would be to their advantage but to the disadvantage of the South and West. The resistance of the South and West then led to claims of territorial exploitation on the part of the Northeast / Midwest: the South and West -- or what quickly became known as the Sunbelt -- was gaining at the expense of the so-called Coldbelt or Rustbelt. In other words an argument emerged not so much about the competition of territories but about their conflict: a conflict over the (federal) rules that regulated their competition, with Coldbelt representatives calling for a revision of those rules on the grounds of their exploitative character.

There are many examples of appeals to ideas of territorial exploitation:

   a]
One in Ohio involves cities like Toledo, Lima etc. which have claimed that the State discriminates in its public spending projects in favor of the three ‘Cs’ -- Cincinnati, Cleveland and Columbus. In order to dramatize this supposed exploitation they talk about themselves as ‘the Other Ohio’. 

   b]
An embryonic territorial conflict in the State of Ohio is that between inner suburbs and outer suburbs. Inner suburbs are trying to push the costs of their redevelopment on to the outer suburbs in the form of restrictions on greenfield development, State allocations of highway funds and the like. If they pursue this agenda then opposition from the outer suburbs is likely. The counter claim from the First Suburbs Consortium will then be, if it isn’t already, that the outer suburbs are gaining at the expense of the inner suburbs; that there is, in other words, territorial exploitation. 

But in both these instances pause and consider who is really gaining and losing. In the first case, is it the people of Toledo? Or is it the local newspaper, the Toledo Blade, whose owner has been a major instigator of the Other Ohio campaign? Isn’t he trying to push the costs of redevelopment in Toledo on to broader publics to undergird the profitability of his newspaper, presumably because: i) he is not willing to risk his own money; and/or ii) there are limits to what the people of Toledo can be persuaded to fork over in actual tax money, losses of environmental amenity and other forms of disruption, etc.? 

This latter instance, however, raises an important question. Is it fair to argue that all the claims made in the understandings and interpretations propagated by growth coalition elements are necessarily false? Clearly not. For instance: 

· the Morse-Bethel connector may indeed work to the benefit of the Morse Road auto dealerships who have put money into the campaign for it. But it will also benefit many others in terms of (e.g.): a) reduced highway congestion in front of their houses and, consequently, enhanced property values (e.g. Henderson Rd.); b) increased choice for shoppers; c) speeding up the arrival of emergency service vehicles, fire trucks and the like. Just because the dealers funded the campaign doesn’t mean to say they are the only ones benefiting (in fact the free rider problem may have discouraged households from funding the campaign since each household would internalize far fewer of the benefits than would an auto dealership)

· urban growth does bring benefits in terms of increased consumer choice: more specialist stores, a bigger airport with more direct destinations, etc.

Other claims, however, may be more dubious. This applies in particular to the ‘jobs’ argument. When Wexner applied for highway funds for his Easton project one of the arguments he made was the jobs it would generate. But as a result of competition with other shopping centers elsewhere in Columbus, like Northland, it is not clear that there will be a net gain of jobs. Likewise the creation of new basic sector jobs doesn’t necessarily benefit existing residents since they may be taken by newcomers as wages rise with the influx of new investment and generate an inflow of workers from elsewhere.

�     This raises the question of whether it is really the corporate sector – in this case represented by the hotels and motels – which pick up the bill. One could interpret this particular case as one of imposing a tax on non-residents who, at least formally, pay the tax at the time of paying the bill. On the other hand the incidence of the tax, as in other cases, is a contingent matter. Much would depend, for instance, on the inelasticity of demand for hotel rooms in the city. In a city with some unique tourist facility like casino gambling this could be considerable.


�     On the other hand one should be careful not to reduce new firm spatial divisions of labor (SDLs) to deskilling. In the case of parts-process SDLs, for example, it may be a matter of taking over a firm elsewhere specializing in skilled aspects of the labor process in order to (e.g.) overcome local shortages of skilled labor. 


�      Consider also in this regard the work of Michael Storper (Economic Geography 68:1 (1992), pp.60-93). Storper is concerned with identifying the conditions most appropriate to continuous product innnovation. These conditions he finds in what he calls flexible production systems organized in geographically agglomerated forms. Flexible production systems are characterized by a considerable degree of vertical disintegration in labor processes. This disintegration allows member firms to avoid what he calls lock-in on a particular technology and on the particular products that the technology is most appropriate for. The danger with lock-in is that it deters innovation and so makes a firm vulnerable to imitation by other firms which can produce the product in question more cheaply. Vertically integrated firms tend, for reasons that he discusses, to be particularly susceptible to lock-in. Not only do vertically disintegrated forms of industrial organization facilitate avoiding those dangers they also facilitate coordination of firm activities with the capabilities of other firms on an ad hoc basis: a coordination that is greatly assisted by co-location. As he points out in a concluding comment:





"...the image of the global economy as a sort of delocalized 'space of flows' of human, physical and financial capital controlled from major corporate headquarters, manifestly fails to grasp the nature of the new competition. It fails to grasp the complex ties among these global agents ...and the painstakingly constructed, territorially specific economic tissues without which they cannot function" (p.91).
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