MODULE 13:

THE GEOGRAPHY OF UNEVEN DEVELOPMENT AND ITS POLITICS

Defining Geographically Uneven Development
'Development' when applied to people in places is a highly complex category. As lay people we use it without giving careful thought to precisely what it means, or even if it might mean several things rather than just one. A dominant meaning in historical materialism would be development as that progressive elaboration of labor processes which facilitates the productivity of the worker; i.e., development as development of the productive forces. However, one might also argue that there is a relation between development, particularly as it applies to places, and positions in the division of labor. For we do indeed think of countries that are still agricultural as less developed than those that are industrial; and countries still focused on manufacturing as less developed than those where services have become a more important element in the occupational composition. Nor should we neglect another frequently encountered, perhaps the most common, meaning, at least for the lay person. This is the notion of development, at least as it applies to places, as having to do with income, wealth, the ability to command the labor of others through the purchase of consumption goods.

In sorting out this apparent confusion, there are several things that we should bear in mind. Historically, as development has occurred in the sense of increased labor productivity, so the division of labor has been transformed. This is commonly recognized in the way in which occupational compositions by country change with increasing labor productivity. An initial concentration in agriculture and possibly mining gives way to greater proportions employed in manufacturing. Later the rise of service industries serves to displace both manufacturing and agriculture and mining in terms of the proportion of the labor force accounted for. This is the 'primary vs. secondary vs. tertiary' conception of the division of labor. But the logic also applies to finer categorizations. There is no way, for instance, in which public forms of transportation -- the streetcar and the railroad -- could have given way to the more privatized form of the automobile and the rise of automobile production as a major sector in the economy without an increase in real disposable incomes: an increase that was predicated in turn upon the increasing productivity of workers and therefore on the downward trajectory of the real prices of those goods that had been subjected to that logic of developing the productive forces. The rise of privatized entertainment and with it the TV and radio industries can be accounted for in similar terms, as can the growth of white collar employment alongside the earlier preponderance of blue collar.

But in reconciling these different concepts of development one with another, more is involved than this: more, that is, than the way in which the division of labor between firms and people, and therefore the division of labor between places, gets transformed as a result of the development of the productive forces. Part of the reason for the development of the productive forces is, of course, as Adam Smith recognized long ago, the development of the division of labor and the virtues of the specialization, in both worker and means of production, that it allows. However, the division of labor not only facilitates production. It also imposes its own logic of a redistributional sort. It helps in production and mediates the distribution of what has been produced. And this is why local growth coalitions want to see 'their localities' graduate from 'lower' functions in that division to 'higher' ones.

Recall that the division of labor can be considered from two standpoints: as a social division of labor between firms in terms of what it is that they produce; and as a technical division of labor between different employees in terms of their contribution to the (collective) labor process of the firm. The first yields a geographic division of labor in the form of (e.g.) textile towns, insurance centers, and also of less developed and more developed regions; the latter, one in terms of (e.g) branch plant towns and corporate headquarter cities, blue collar and white collar towns. 

As far as the social division of labor is concerned, firms developing or occupying new niches in it typically have advantages. Their market is expanding rapidly yet the skills and understandings that would allow competitors to set up in business are as yet scarce. This means that the firms in question, and their employees, will have some degree of market power that is not available to longer established branches: those, that is, that may become the next round of sunset industries. Typically, therefore, the terms of trade work to the advantage of the newer sectors and all the more so to the extent that what they are producing results in productivity revolutions in the older sectors and drives real prices there down at the same time as it drives up demand for the product or service coming out of the new sector.

Market power also counts in the technical division of labor. To the degree that (e.g.) white collar workers, like programmers, or maintenance engineers, are in short supply they may be able to demand a premium wage over less skilled assembly line workers. This also helps to explain the difference between blue collar towns and research and development centers. But there is also an important role here for administrative fiat: for the decision of the management as to how the firm's product should be divided, who should get what. This is particularly the case for firms that enjoy strong market positions creating some space for granting lavish salaries and expenses to higher management.

The upshot of these considerations is that the geographic division of labor, constituted by firms occupying different positions in the social division of labor and by workers performing different roles in the technical division of labor, is something important to workers, businesses, and state agencies in particular places.
 Moreover, as was argued at length in the last chapter the resultant struggle among places and over space is one in which the activities of the state are central. There is in short an extremely lively, sometimes brutal, struggle over the geographic division of labor.

Formative Contributions

David Harvey

Probably the most important contribution to understanding the politics of geographically uneven development has been that of David Harvey as in his paper ‘The Geopolitics of Capitalism’ and Chapter 13 in his The Limits to Capital. At the center of Harvey’s conception is a contradiction-ridden process of accumulation proceeding in a geographically differentiated context that, in virtue of its contradictions, it continually re-works. But in so doing, the contradictions assume sharply geographic forms and the accompanying conflicts take on territorial expressions even though the underlying dynamic is a class one. As he says: "Global processes of class struggle appear to dissolve before our eyes into a variety of inter-territorial conflicts".

The particular geographic contradiction that he has emphasized is that between the fixity and mobility of capital. In order for value to be produced money has to be invested in forms of fixed capital: docks, railroads, factories, housing, bridges, power stations, electricity grids, airports, mines and the like. This is capital of long life whose value is only recouped through the sale of the commodities whose production it facilitates over a lengthy period of time. At the same time capital builds up social infrastructures: labor that has acquired on-the-job skills, relations of trust with suppliers and clients and politicians, reputations with local banks, and a local knowledge of particular industrial processes that is available to all those located in that particular geographic area.

But once produced value is free to circulate and come to rest elsewhere. It does not have to be laid out for labor power and means of production in those locations where it was originally appropriated. Depending on the changing map of investment opportunity it may go into competing factories elsewhere or new sectors of the economy. This can occur and it does occur. As capitals attempt to suspend the contradictions they face, to assure their own future profitability, cheaper labor and raw-materials elsewhere will be tapped, trading links expand, firms go multi-national perhaps, distributors start importing their products from cheaper sources overseas rather than use domestic suppliers.

This changing economic geography can clearly be a threat to other firms, their workers and the state agencies which depend on the stability of their tax bases. If plants close in a particular locality or are forced to reduce production, then workers will find they have less money in their pockets. Mortgages on the houses they are buying will go unpaid. Banks will try to retrieve the balance of the loan but if the economic prospects of the locality are rapidly declining, then it may be hard to find a buyer willing to pay what they need in order to come out of the bargain even. Shopping center owners will find that they have fewer tenants so their revenue stream diminishes and they have trouble paying off their loans. As the national / regional / local economy deteriorates so state agencies will find they don’t have the money to pay off the bonds that they sold in order to build infrastructure. Again, fixity is crucial to what is happening; the shopping centers / houses can’t be moved elsewhere where they could be sold at a profit / obtain higher rents and the state agent can’t relocate its infrastructure elsewhere and see the result in an enhanced tax base.

At the same time firms get embedded in localities / regions in virtue of relations built up slowly over time with other firms, workers, state officials, banks and the like so that while they might  be able to move where the grass is greener and profitability could be restored, they have to weigh that against the fact that it will take a long time in the new location to build up the same sorts of relations and this will show for an equivalently long time in their net profitability. So they are very reluctant to move.

The upshot of this is an attempt to defend these exchange values in particular places, to ensure future streams of profits, wages, rents, tax revenues. How this occurs can assume numerous forms but that the territorial will be central to it can be taken for granted. Who the initiative comes from – labor, capital, or the state – can vary. Some sort of cross-class alliance around defending values in particular places is common but not necessary. Class interests, while always territorial at some scale or other, will vary, since we are talking about classes. Nevertheless, it is sometimes possible to carve out some area of compromise.

To exemplify first the territorial nature of class interests:

· Every metropolitan area in the US has a distinctly local capitalist class whose fortunes depend on the expansion of that particular metropolitan economy. The precise nature of their fixities – social networks, fixed facilities, limits on areas they are franchised to serve – vary but they all have a stake in the growth of demand locally. They include developers, the utilities, sometimes the local newspaper (if it is locally owned and operated), investors in local real estate projects, local retailers and in some cases, banks. Their prospects, their profitability, their rents and so forth, depend very strongly on outcomes in a particular place. They are place-dependent.

· Industrial and financial capitals always have home bases where they find the networks crucial to their operation, the workers skilled in their particular line of business, possibly their networks of dealers or the clients they interact with as the basis for developing new products. The British financial services industry – a huge export earner – isn’t going anywhere. Its’ various components can’t relocate to Frankfurt if that city should obtain an advantage so it has to rely on the British government to keep its London base competitive by (e.g.) easing pressure on rents in the City by developing the Docklands for offices and making sure that Heathrow can expand and continue to attract the international airlines. Note that the British government is more than happy to cooperate since it sees the City as a major prop in the British economy and hence to its ability to conduct an economic policy which will allow it to retain electoral popularity.

· These sorts of place-dependences are true of labor as well. Labor’s class interests are always in the future of particular labor markets because of impediments to its mobility. These impediments vary in scale. While those with some sort of qualification tend to be more mobile, even they find themselves depending on the future of a particular national economy. Homeownership, family considerations, spousal careers add to the embeddedness that workers can experience with respect to particular urbana economies.

On the other hand, there are also divisions within the classes in particular localities, regions, countries. Among the capitalist class there may be both free trade and protectionist elements doing battle as has been the case in Britain at least since the late nineteenth century and, arguably, continuing down to the present day. Similar divisions can also be found between different branches of American capital. Trade policy with China is particularly fraught. The US textile industry wants protection against cheap imports from China. But the aircraft industry – Boeing and its suppliers in particular – would like to see the barriers come down so that China will have the hard currency to buy airplanes. Needless to say, similar divisions occur at much smaller scales and Columbus has not been without them. For years there were divisions between those who wanted to expand the local market by bringing in branch plants and those industries indigenous to the area which were concerned that it would increase labor costs and act as a Trojan horse for unions.

Any local policy that emerges, any terrain of compromise, therefore, is invariably the outcome of struggle and some cross-class territorial coalition to defend values in particular areas is by no means inevitable. As Harvey has written: "The tension between free geographic mobility and organized reproduction processes within a confined territory exists for both capitalists and laborers alike. And how that tension is resolved for either depends crucially on the state of class struggle between them" [p.149]. A good example of this comes from the US and concerns anxieties in various local economies of the Midwest and Northeast about deindustrialization and the competitive pressures emanating from a growing Sunbelt. Read Appendix A.

If policy is at stake, policy to protect values for some at least in particular places, it is not surprising that state structures are at stake since it is these which determine what is possible in terms of policy in particular places. Again, as Harvey has written: “I want to stress that the drive towards state formation and dissolution under capitalism has to be understood in the context of forces making for the formation and dissolution of regional class alliances” (p.152). The welfare state in the US is highly decentralized but there have been tremendous struggles around it: just how centralized or decentralized it should be, typically pitting capitalist classes in the high wage / high welfare states against lower wage / lower welfare states in the Sunbelt. Weak welfare states in the latter underpin their ability to attract new investment as well as to compete with firms in the Northeast and Midwest. In consequence the latter have lobbied for: a) a federalization of welfare programs; b) one in which welfare standards – unemployment compensation, other transfer programs – would be homogenized upwards, so eliminating the competitive advantage that Sunbelt states have been enjoying.

The sorts of territorial coalitions whose significance Harvey points to construct support bases, lay down the conditions for the success of their policies, through offensives of an ideological sort. These coalitions typically have some territorial content. Thus, cross-class alliances are constructed partly through appeals to a unity of interests against those elsewhere and this results in constructing places as actors. The dilemma of development in particular places is often defined as due to exploitation by other places. This has been true of the Northeast-Midwest Congressional Coalition to which reference was made above. Likewise South Korea justified its economic nationalist policies in terms of the different interests of foreigners – interests not congruent with those of the S Korean people. But in other instances the ideologies marshaled by territorial coalitions are designed to persuade others who are not part of the coalition to cooperate, as in the case of the free trade arguments used to persuade others to dismantle their trade barriers. 

Politics in capitalist societies is irreducibly territorial. Working classes, capitalist classes have stakes in particular places. We should not be misled by some of the forms that politics assumes. Political parties have an obvious territorial component; they can be regarded as formulating alternative futures for a particular people in a particular space. But even at more local levels this territorial character is apparent. After all, what are political parties apart from coalitions of those with stakes in particular places? Working class people are most concerned about the job market in Columbus, Ohio rather than in that of the US as a whole. There are likewise local and perhaps regional capitalist classes. But in order to accomplish something for their particular localities they have to forge alliances with others elsewhere around policies that can help realize the interests of working class people in other localities as well as in their own. As Harvey points out in his arguments about militant particularism, this translation from the particular to the universal is fraught with difficulty and often results in the dilution of class solidarities that are strongest in their relation to those particular contexts in which they have been formed.

Doreen Massey

Like Harvey, Doreen Massey’s contributions to historical-geographical materialism have been manifold. Always creative in her thought, she is, like Harvey, someone you should always read. The contributions that I want to signal here are twofold: her work on spatial structures of production; and that on the role of space-time juxtapositions in understanding geographic change.

Spatial Structures of Production

Firms have spatial structures of production. These refer to the various ways in which the different parts of their technical divisions of labor or what Marx called their detail divisions of labor are distributed geographically. She defines three archetypes: 

1. Concentrated: In this instance the firm operates only from one location. All aspects of its technical division of labor – managerial, skilled production, less skilled production, research and development – are conducted at the same location.

2. Parts-process: Here the different functions occupy different locations. The corporate headquarters is in one location, the components producers are in others, final assembly in yet another, and research and development somewhere else. Automobile firms are typically like this though they also exhibit characteristics that one associates with the third archetype.

3. Clones: In this final case certain functions in the firm’s technical division of labor are found in more than one place. Production of a standardized product like beer, for example, may be carried on at several different locations, each with their own managerial echelon, but the top layers of the firm’s administration will be found either at one of those sites or elsewhere. Busch Brewing is a good example.

To the extent that there has been a shift from #1 to #2 and #3, then new forms of differentiation and inequality have appeared on the landscape. In terms of the incomes and perks which they provide, for example, there is a big difference between a firm’s corporate headquarters and one of its branch plants, and if that branch plant employs predominantly unskilled or semi-skilled labor, a huge difference. Moreover, to the extent that different places come to specialize in different aspects of the labor process one could talk about ‘branch plant towns’ or ‘corporate headquarter cities’, though these images are often highly generalized. A city like Chicago certainly has numerous corporate headquarters but it also has the branch plants of firms whose corporate HQs are elsewhere. But for the growth interests in different places that cluster around the developers, the utilities, the local newspaper, perhaps some banks and local government, there are advantages in moving up the hierarchy of roles defined by this aggregate spatial division of production. Branch plant towns want to acquire some research and development, for example. Cities like Columbus would like to attract more corporate headquarters alongside the concentrated firms in the software business, the branch plant production of pharmaceutical firms and the distribution centers of major manufacturers and retailers. This notion of competition for more advantageous positions in the spatial division of production on the part of growth interests provides a useful complement to Harvey’s conception and it applies as much to countries as it does to localities, though perhaps as much in terms of roles in the social division of labor than to roles in the technical division of labor. So while Mexico looks to attract branch plant activity requiring higher skills than what has typically located in the maquiladoras, South Africa would like to graduate upwards from minerals and mineral processing to industrial activities.

Time-Space Juxtapositions

In calling attention to the importance of chance juxtapositions of events and the possible implications of such juxtapositions for geographic change, Massey has several different agendas in mind. Here I want to concentrate on the implications of her ideas for development and its geographic unevenness.

Two stages to her argument here: There are planned locations and there are unplanned locations. A firm may locate in a city for a diversity of reasons: central for a particular market, proximity to suppliers, ability to attract technically qualified workers by virtue of the place’s ‘quality of life’. But there are other aspects of the city as a location which were not taken into account. The firm’s proximity to firms in similar lines may be thoroughly accidental as might be its location relative to possible new clients of whose existence it was not aware. These unplanned locations can have important implications for change and this is the second part of the argument.

The chance juxtaposition of firms producing complementary products or even the same product can create the conditions for processes of agglomeration, the exploitation of external economies of scale, the sorts of vertical disintegrations of firms central to Allen Scott’s theory of agglomeration, and the multiplication of knowledge in a geographic area about particular types of industrial process, so facilitating the development of the productive forces. Likewise the juxtaposition of a firm in a particular place and connections through chain migration with low wage reservoirs elsewhere (Mexico, 

Algeria, Appalachia) can fuel growth in a particular place in a wholly unexpected, unforeseen way.

By the same token, of course, unrelated locational changes, patterns of growth, can have adverse consequences for development in particular places. Seattle has been Boeing’s production base for a long time. The growth of Microsoft in the area has been quite unrelated and wholly fortuitous. But from Boeing’s standpoint it injects an unwelcome element into the local labor market. As a rapidly growing firm taking advantage of high levels of innovation, Microsoft has been in a position to offer very high wages to attract the people it wants in Seattle. This is having adverse effects on the local housing market. House prices are rising and this is having repercussions on hiring at Boeing. People want higher wages so that they can afford housing and Boeing – in a very tight competitive relation with Airbus – is resisting. It is also trying to reduce its dependence on labor in the Seattle area by subcontracting to firms in lower wage areas of the Far East, particularly China.

Storper and Walker’s ‘Capitalist Imperative’

The Capitalist Imperative by Michael Storper and Dick Walker was a major achievement which accomplished numerous objectives and certainly provides some penetrating insights into the problem of uneven geographic development. In reading it one becomes quickly aware of the way in which they try to situate their contribution against those of mainstream economics and its location theory offshoot. On the other hand, while their debt to Marx is clearly observable, they also exploit important shortcomings in his understanding of capitalist development; in particular his failure to emphasize the significance of wholly new products and sectors of the economy. Their particular take on this, of course, is the difference it makes for understanding capitalist economic geographies. The final achievement to note is how, through the approach which they develop and advocate, they are able to bridge the long standing divide between industrial location studies and studies of regional development. If nothing else, this is an excellent reason for taking their book very seriously indeed.

To take first their positioning with respect to mainstream economics and regional development and location theory:

“Most existing treatments of urbanization, regional development, and industry location are based upon neoclassical economics and share its assumptions and shortcomings. The three fundamental building blocks of neoclassical theory are: (1) the central economic activity is exchange; (2) the goal of economic exchange is efficient resource allocation in the service of subjective preferences; (3) the natural state of the system is to come to rest at a stable equilibrium” (p.36)

And they continue:

“Our view of capitalist reality is … quite otherwise. The economy is fundamentally a disequilibrium system, driven to grow and to change by its own internal rules of surplus generation, by investment to expand capital, by fierce competition, and by technological change to extract more surplus (value) from human labor” (p.38)

So, and in brief:

· The central economic activity is not exchange but production

· The goal is growth in the service, not of subjective preferences, but surplus generation

· The natural state of the system is of disequilibrium; not equilibrium.

Under mainstream conceptions, disturbances to production costs in particular places would trigger off movements of capital and labor until equilibrium had been restored. Labor would move from low wage to high wage areas, so reducing wages there as labor supply increased, and increasing wages in their areas of origin as supply diminished. Capital would move from low profit areas to high profit areas. As capital moved into low profit areas, so the supply would increase and profit rates would fall. In the regions capital was moving from, as capital supply diminished profit rates would increase. The result of these twin movements would be a tendency to the elimination of further motivations for movement, creating a spatial equilibrium and equality in profit rates and wage costs between regions. But what Storper and Walker are arguing is that any tendency to equilibrium will be constantly upset by the profit driven, innovative behavior of capitals; that the shocks to the system are not exogeneous, as per neo-classical views, shocks to which capital and labor then adjust, but endogeneous as capitals seek out super-profits. The result is continual and often radical geographical change, creating what they call ‘capital’s inconstant geography’.  New industries localize, then cluster in a few places, tend to throw off growth peripheries, until some radical change in products or process technologies results in the rise of new centers of production elsewhere. 
To repeat: “We shall argue that the developmental dynamic of capitalist industrialization, not the allocative functions of its markets, drive geographically uneven development in capitalist societies” (p.8).

A crucial distinction that they make is that between weak competition and strong competition. Weak competition is the form emphasized by standard accounts and while it certainly exists, Storper and Walker are at pains to emphasize the role of what they call ‘strong competition’ in creating the ceaseless change that is capitalist economic geography. In this regard they echo some of the points made earlier in the seminar about Marxist views on capitalist competition.

Weak competition takes the set of technological, organizational possibilities as given. It assumes a sort of menu from which capitalist firms select: e.g., rail vs road transport, capital intensive vs. labor intensive methods, concentrated vs parts-process spatial structure of production, along with the products that they can produce. These options are available to all firms. The result of them operating on that basis, choosing what for them is the most efficient in terms of profitability, altering it in response to what other capitalists have chosen, is a weak tendency to the equalization of profit rates among them and, geographically, an equilibrium location pattern which shows no tendency to change until the menu of options changes – e.g., a change in transportation possibilities or the invention of new industrial processes that do not require highly skilled workers – at which point optimal locations will shift, re-locations will occur, until a new spatial equilibrium is achieved. 

In strong competition the assumption of a common menu of options is dropped. Rather the individual firm is driven to develop new process technologies, new materials, new modes of organization, new products which will give it an edge over other capitalist firms and open up the prospect, at least for a period of time, of super-profits. As they do so, so capitalist geographies are revolutionized. Spatial equilibrium is beside the point because it is never allowed to happen. There is a wide spread of profit rates across sectors and firms and this is the result of the uneven effects of strong competition; some firms succeed in opening up new frontiers of production (both literally and metaphorically) and some fail.

The possibility of variable profit rates, moreover, serves as a entry point for critiquing much of the received wisdom in mainstream arguments about location change and regional development. A common claim is that agglomerations will be affected by so called ‘diseconomies of agglomeration’: increasing labor costs, congestion costs and the like and that it is this that results in the movement out of firms. But the fact is many firms remain because the agglomeration is the basis for massive productivity and hence profitability advantages. High labor costs can be tolerated if they are offset by compensating increases in profitability in that particular location.

An intriguing element in their argument at this point is their idea of leapfrogging. They point out how there are many examples of industries springing up in unexpected places; outside existing areas of capitalist industrialization, like the Third Italy, Toulouse, Cambridge, Southern Germany, Silicon Valley, and so on. The essential condition for this is strong competition that is successful: a firm that identifies some new product or process that is the basis for rapid growth and high levels of profitability. Rapid growth and profitability mean that the firm does not have to be located in or near existing areas of capitalist industrialization. Rather in virtue of its growth and profitability it will have the resources it needs to attract the labor and other resources like component firms that can’t be created at the new site. Moreover, the necessary labor skills may be so novel that they can only be created by learning on the spot. As they argue: “Leapfrogging is the spatial correlate of capitalism’s dynamic capacity to effect radical reallocation of social resources into fast-growing, high-profit industrial sectors” (p.73).

New centers grow through a deepening of their respective divisions of labor and through the linked processes of vertical disintegration that Allen Scott has focused on. This provides for falling costs which, along with the price premium that a new product affords, can drive competitors out of the market and create further clustering in a particular place. But as they point out, disequilibrium growth means unpredictable industrial shifts due to product change, production breakthroughs, crisis and restructuring. This can re-ignite growth, create new windows of locational opportunity, and lead to a shift in centers of an industry; e.g. from Detroit to Tokyo/Nagoya for automobiles. 

An interesting implication of their emphasis on new products and new branches of production is the critical light it sheds on Marx’s views of capitalist crisis. If you recall, he argued for a tendency for the rate of profit to fall as the value composition of capital shifted in favor of constant capital as opposed to the only element in the labor process that can produce surplus value, variable capital or the money laid out for labor power. But they argue that Marx overlooked the tendency for the creation of new growth sectors, new types of product output and new labor processes. “Many of these innovations effectively reduce the aggregate value composition of capital in the economy by introducing new, relatively labor-intensive activities for social labor”. However, this is not to ignore the fact of declines in profit rates. These should be understood rather in terms of overinvestment or what Marx called ‘overaccumulation’, a result of the competition between capitals and their mutual attempts to edge competitors aside by vigorous expansion. The recent telecoms bust serves as a reminder of this.

APPENDIX A: The Northeast-Midwest Congressional Coalition

In the States of the Northeast and Midwest, and from the mid-’seventies on, local economic development became a more urgent issue for the localities and for the States. This was in the wake of a sense of complex changes in the location of employment and therefore in the local markets of such interest to local growth factions. These shifts involved the colonization by firms of peripheries at diverse scales: more local scales as firms sought out smaller towns for their branch plants; at a regional level with the rise of the so-called Sunbelt States around a diversity of activities -- branch plants in small Southern and Western towns, leisure, retirement and tourism in States like Florida, California and Arizona, and the growth of a Western coal industry at the expense of that in Midwestern States like Ohio and West Virginia; and also globally with the much vaunted rise of offshore processing zones and the Newly Industrializing Countries. Reinforcing these changes, indeed part and parcel of them, were changes in the national division of labor: the decline of whole industries like steel and consumer electronics that had been concentrated in the Coldbelt States; and the rise of new ones, above all the computer industry and aerospace and to a lesser degree retirement and tourism industries concentrated in Sunbelt States. All these changes had severe effects on local economies and tax bases in the Midwestern and Northeastern States and were the occasion for a redoubling of efforts not so much to expand economies but to save what was left. 

At very local levels growth coalitions of banks, developers, local newspapers and local governments spearheaded a shift in the emphasis of their inward investment programs towards what were seen as the sunrise industries. These included, above all, hitech, as every city of any size, it seemed, harbored ambitions to become the next silicon valley, prairie, forest or whatever. But more significantly from the standpoint of labor, this tended to be accompanied by a shift of focus away from old economic bases. These were increasingly seen as, like the industries that dominated them, sunset ones and so to be treated with some ambivalence. Accordingly support for worker resistance to plant closure, particularly if it contained a hint of militance that might work against growth interests in attracting new investment, tended to be lukewarm. Rather what was preferred in the attempt to forestall plant closures and stabilize local economies were worker givebacks: the revision of labor contracts intended to lower labor costs and benefits and so provide an attractive counter to relocation.

At the State level coalitions of utilities, developers, banks, along with some of the export industries badly affected by the changes in the global economy, put their weight behind programs designed to improve what became known as State and local business climates. A hallmark of this period, and in fact continuing since then, was a press monitoring, frequently accompanied by a map of the US, of which States were most ‘business-friendly’ and which least. At this time Coldbelt States were widely believed to be especially deficient. A major emphasis to rectify this was in the area of labor law. The States retain considerable power here so much of the lobbying went on at the State level, albeit accompanied by predictions of the dire consequences that would await failure to act. These powers include the right to enact right-to-work laws. These are common in many Southern, Great Plains and Mountain West States but are virtually absent in the Midwest and the Northeast where union opposition has made their introduction difficult. There were in consequence attempts in more than one State to introduce a right-to-work law under the enabling legislation provided by the federal Taft-Hartley Act of 1947: attempts that were rebuffed in referenda characterized by intense campaigning-against by the labor unions. At the same time there were protracted battles in several States to reform workmen’s compensation and to reduce its cost to business. 

These projects were invariably accompanied by a territorializing rhetoric. The context was defined as one of competition with other States for branch plants and employment in general. Other States had better ‘business climates’ or were taking steps to improve them and failure to do likewise would mean unemployment. Altering labor law, welfare state provisions were presented as necessitated by a logic of territorial competition. The labor unions in Coldbelt States, however, proved difficult to persuade and invariably led the opposition to these campaigns for improving the ‘business climate’.  In the event these attempts to reform workers compensation, even outlaw the closed shop met with very limited success.

This left a space for further approaches around which some sort of business-labor consensus might be achieved. There were two of these. But the most significant from the standpoint of the present argument involved the construction, bottom-upward, of a bipartisan coalition at the federal level, supported by organized labor, to protect interests in local economies of the Coldbelt and the jobs of workers.
 This was to be achieved through a legislative program designed to place firms in the Coldbelt, and hence their workforces at a competitive advantage: eliminating the right to work clause of the Taft-Hartley Act that allowed States to ban the closed shop; federalization upwards of the welfare state; and in general the elimination of biases in federal legislation believed to favor Sunbelt States. 

This was the Northeast-Midwest Congressional Coalition. The way in which it tried to steer a path which would offend neither business nor labor interests in the Coldbelt has been nicely captured by Ann Markusen (Regions: 1987):

"The leadership for the actual effort at coalition building arose from within the existing political apparatus of the region. Because these politicians, especially those in the Democratic party, owed their success to a delicately engineered base that included both business and working-class constituents, they had to avoid the two issues which were most closely involved in the well-developed class conflicts of the region. On the one hand, they could not offend their business patrons by talking about effective controls on the movement of capital or novel forms of public investment. On the other hand, they could not alienate their working-class base by espousing an erosion of the social wage and workers' rights in order to improve the region's business climate. The coalition thus focused energies away from the internally conflictual issues of business cost and social control of investment towards the common demand for larger transfers, fairer treatment, and additional social capital from the federal level. Accompanying this strategy, it stressed the abused position of the region within the nation rather than addressing the opposing interests of capital and labor at home" (p.168).

This was the context for an interest in so-called fiscal balance. What it referred to was the relation between what a State sent to the federal government in the form of taxes; and what it got back in the form of various items of spending. Fiscal balance had a geography and this was seen as working to the serious disadvantage of the Coldbelt States. Thus, some States tended to send more in taxes to the federal government than they got in return in the form of federal expenditures: these States were primarily in the Midwest and the Middle Atlantic region. Other States, on the other hand, for the most part in the South and West tended to get more back than they sent. What they were getting back in particular were stimuli to the expansion of respective local economies. This came in diverse forms: military contracts, waterworks, and irrigation projects and redistributive monies in the form of pensions and federal payrolls, for example.

Accordingly the Northeast-Midwest Congressional Coalition worked  to seek redress of what they defined as an interregional inequity. In particular they pushed for legislative acts which would favor the Coldbelt rather than the Sunbelt. This in turn stimulated the emergence of a counter coalition acting on behalf of the Sunbelt: the Sunbelt Council. One way in which the geography of fiscal imbalance with Washington shows up is in federal infrastructural investments. The bias of federal legislation towards money for new waterworks or sewers tends to work, for instance, against the interests of the Coldbelt where the main problem is the rehabilitation and upgrading of existing infrastructure. A major focus of the Northeast-Midwest Congressional Coalition, therefore, was a rewriting of the legislation in question in order to provide monies for the modernization of facilities already in existence. More generally, and significantly, a major thrust of the Coalition was greater federal spending on the rehabilitation of physical infrastructure, an area in which the Northeast and Midwest -- as opposed to the Sunbelt -- had a considerable backlog of needs. Another concern was the disproportionate degree to which military orders went to Sunbelt firms, particularly those in California. As a result there were attempts to legislate rules that would allow preferential bidding from suppliers located in areas of unusually high unemployment. 

This is not to marginalize the significance of attempts to nationalize labor law and the welfare state. This goal was more ambitious than the attempt to redistribute federal spending and more far reaching in what it aimed to accomplish. Through the elimination of the clause in the Taft-Hartley Act that allowed States to outlaw the closed shop and through the federalization of the welfare state the Northeast-Midwest Congressional Coalition sought to place employers in Sunbelt locations at a disadvantage relative to Coldbelt counterparts and at the same time take away from Coldbelt firms the advantages of relocation. In this way unionized labor, heavily concentrated in the Northeast and Midwest, and local growth coalitions there would both benefit, albeit at the expense of firms and growth interests in the Sunbelt.

�      Obviously, in understanding the emergence of new branches of production more is involved than simply increasing disposable incomes. The branches that come before often provide preconditions for those that come later. The bicycle was important for the automobile because of the way it provided scope for some development of the components of the automobile: brakes and pneumatic tires in particular. Early models of the automobile also used chains as a means of transmitting power from the engine to the rear wheels.


�      We should be careful, however, not to reduce wage levels to positions in the division of labor since labor processes in the same branch of production can vary considerably in terms of their productivity.





�     The second was a shift in the focus of State economic development programs. This was not of seismic proportions but there was undoubtedly a shift of emphasis. This was away from the dominant inward investment approach -- or what became known derisively at the time as ‘smokestack chasing’ -- towards one which focused on the production capabilities of existing firms. A number of States, notably Michigan, Ohio and Pennsylvania, introduced programs establishing public-private research facilities oriented towards the development of new products and technologies. So in Ohio something like eight centers were established around the State, each focusing for the most part on research that would complement some local specialization: robotics and machine tools in Cincinnati, medical equipment in Cleveland and polymers in Akron, for example.





�      It bears noting,  however, that this is not just a developmental issue for States but also a budgetary issue: this is because it affects the degree to which State taxation has to take up the slack created by the absence of federal subsidies.
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