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ANDRZEJ WRÓBEL

Institute of G eography  
and S patia l O rganization  
P o lis h  Academy of S c ie n c e  
W arsaw , Poland

RESTRUCTURING OF ECONOMIES, REGIONAL DEVELOPMENT

AND GEOGRAPHY

Changes in  the s tru c tu re  of economy encom pass many types of 

r e la t io n s ;  in  m ost c a s e s ,  how ever, the term  r e fe r s  to two groups of 

changes:
a) changes in  the composition of output ( product-m ix) and totaL employ

ment of na tional o r  reg ional economy,

b) changes in  the o rgan iza tion  of production  u n its ,  involving s iz e - s t ru c -  

tu re  of p lan ts  and spec ia liza tio n  of ac tiv itie s  of m ulti-p lant e n te r 

p r is e s  which r e s u l ts  frequen tly  in  the spatia l sep a ra tio n  of the stages 

of production .

It may be o bserved  that changes of both types have always been 

concomitant of the p ro c e s s  of economic grow th, e sp ec ia lly  since the in 

d u s tr ia l  revo lu tion . If they come to  specia l attention  now adays, it  is 

because of the r e c e n t  in tensif ica tion  of these  changes and, in  con

sequence , th e i r  impact on national economies and th e ir  spatia l s t r u c 

tu re s  as well as on in te rna tiona l economic re la t io n s ,  s his is  due to 

a number of f a c to r s ,  among which the sc ien tific -techno log ica l rev o lu 

tion, bring ing  about a se t  of in terconnected  changes in technology and 

o rgan iza tion  of production , as well as in t ra n sp o r t  and communication, 

plays the p rim ary  ro le .
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An additional fa c to r ,  and in  the same time an additional re a so n  

fo r  the growing in te re s t  by both the sc ien tific  community and the policy 

m ak ers , is  the in c rea s in g  re la t iv e  im portance of the second type of 

s t ru c tu ra l  changes mentioned above, i . e .  changes in  the o rgan iza tion  of 

production units which lead  to the spa tia l sep a ra tio n  of v a r io u s  s tages 

of the productive p ro c e s s .  Such a sep a ra tio n  c re a te s  a new type of 

h ie ra rc h ic a l  spa tia l s t ru c tu re s ,  with a ll the im plications fo r  dependence- 

dominance re la t io n s .

The most sp e c ta c u la r  effects  of the p ro c e s s  of r e s t ru c tu r in g  of 

the economy, involving f a r  reach ing  changes in  the in te rn a tio n a l d iv ision  

of lab o u r , a re  taking place in  the m anufacturing s e c to r .  On the level 

of national econom ies, th e re  occu r equally im portant changes of r e l a 

tions betw een economic s e c to r s ,  in  the form of the "sh ift  to s e rv ic e s "  j 

th ese  a re  accompanied by s t ru c tu ra l  changes within the s e rv ic e  s e c to r  

i tse lf .

The phenomena r e f e r r e d  to above have been analysed in  a number 

öf s tu d ies , p a r t ic u la r ly  num erous in  the re c e n t decade . U nderstandably  

enough, em pirical investiga tions have been accompanied by v a r io u s  new 

th eo re tica l in te rp re ta t io n s ,  some of which a re  pointed out in  one of the 

following sec tions of th is  p ap e r . It seems n e c e s s a ry ,  how ever, to com

ment h e re  b rie fly  on one aspec t of these in te rp re ta t io n s  which seems 

p a r tic u la r ly  re lev an t from the point of view of in te rn a tio n a l d iscu ss io n s  

c ro ss in g  the boundaries of socio-econom ic system s. 1 am r e fe r r in g  to 

those numerous s tud ies  appearing  in  the W estern  l i te ra tu re  in  which 

the p ro cess  of r e s t ru c tu r in g  of economies and i t s  spa tia l m anifesta tions 

have been analysed in  the c a te g o rie s  of the M arx ian  po litica l economy; 

according to these  s tu d ie s , the in d u s tr ia l  re s t ru c tu r in g  is  in h e ren t in  

the logic of the cap ita lis t  mode of production ( fo r  an ex tensive  review  

of th is  type of s tud ies  see  J. H. B radbury , 1985).

This " ra d ic a l"  approach  con tribu ted  ce r ta in ly  to the ana lysis  of 

the p ro c e ss  in  question , highlighting some neglected  a sp ec ts  like  those 

re la te d  to geography of employment (a s  an outstanding example may

se rv e  h e re  the work of D. M assey , 19Ö4-). It seem s, how ever, that
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th is  approach , which m akes use  of terminology and conceptual appara tus 

designed so as to apply exclusively  to the c a p ita lis t  economy, tends to 

bypass some o ther  im portant is su e s  and to impose lim its to the analysis  

as well as to  the evaluation  of the p ro c e s s e s .

The above sta tem ent may b e , of c o u rse ,  a sub ject of d iscu ss io n .

The unquestionable fact i s ,  how ever, tha t the p ro c e ss  of re s tru c tu r in g  

of economy is  not limited to  the ca p ita l is t  system . It is  a lso  going on 

in so c ia l is t  c o u n tr ie s . In the e a r ly  s tages  of the construc tion  of 

so c ia lis t  econom ies, the p ro c e s s  of economic development was quite 

explic itly  t re a te d  as a p ro c e s s  of s t ru c tu ra l  changes both on the national 

and on the reg iona l lev e l .  S im ila rly , at p re se n t ,  r e s t ru c tu r in g  is  

t re a te d  as favourab le  and ind ispensable  p ro c e s s ,  although, as a m atter 

of fac t,  i t s  pace in  the so c ia l is t  coun tries  has been recen tly  much 

s low er. Yet, the n e c e s s i ty  to  speed up the p ro cess  is  at p resen t quite 

s trongly  s t r e s s e d ,  both in the economic l i te r a tu re  and in  the official 

s ta tem ents. T h e re fo re ,  the r e s e a r c h  on re s tru c tu r in g  in  the conditions 

of m arket economy i s  followed with g re a t  in te re s t  in  the so c ia lis t  

c o u n tr ie s , w here the p ro c e s s  is  seen  as most c lose ly  re la ted  to  the 

task  of the m odern ization  of economy and in c reas in g  i ts  efficiency.

R es tru c tu r in g  of reg ional and national economies in  the context of 

the changing in te rna tiona l d iv ision  of labour became an object of growing 

attention of the geograph ic  community due to the se r io u s  consequences 

this p ro c e ss  has had not only fo r regional development o r ,  genera lly , 

for changes of v a rious  sp a tia l p a t te rn s ,  but a lso  - ind irec tly  - fo r  geo

graphy as a sc ien tic  d isc ip lin e .

Some of the re la te d  problems a re  b rie fly  d iscu ssed  below. They 

com prise : a) th e o re t ic a l  and methodological impact of the studies on the 

p ro c e s se s  of economic re s t ru c tu r in g ,  b) actual and potential contributions 

of geography to the study of these  p ro c e s s e s  and to the solution of the 

re su ltin g  p rac tica l  p roblem s, and c) the scope and p e rsp ec tiv es  for 

in ternational geographica l coopera tion  in th is  fie ld .
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T h eo re tica l and m ethodological im plications

The dimension of the im pact of changes in  the s tru c tu re  of economy 

on changes in  the spatia l s t ru c tu re s  is  enough to justify  the in te r e s t  of 

geography. This impact co n s titu te s , how ever, a lso  a th eo re tic a l  and 

methodological challenge. Studying the changes in  spa tia l s t ru c tu re s  r e 

sulting from s tru c tu ra l  economic change, we w itness an evident shift 

of re la tiv e  im portance of v a r io u s  reg iona l development fa c to rs  tow ards 

exogenous (e x tra - re g io n a l  and e x tra -n a tio n a l)  f a c to r s .  T h is  r e s u l ts  in 

diminishing im portance of those attempts at th e o re tic a l explanation of 

changing reg iona l p a tte rn s  of economy which s t r e s s  the significance of 

local " location  fa c to rs"  and p a r t ic u la r ly  loca l demand. At le a s t  fo r  

la rg e  s c a le ,  dynamic in d u s tr ia l  a c t iv i t ie s ,  i t  becomes m ore and m ore 

tru e  that th e ir  development in  a reg ion  cannot any longer be explained 

by v a r ia b le s  r e fe r r in g  to  that reg ion ; th is ,  in  tu rn ,  poses quite a 

problem both to the reg iona l development theory  and to reg ional policy.

S e v e ra l  au thors feel tha t the ex isting  th e o r ie s  of reg ional ec o 

nomic growth a re  inadequate to cope with the new situa tions in  which 

reg ional grow th inequalities  re su l t  not only from in te r s e c to ra l  but a lso  

in tra se c to ra l  spatia l d iffe ren tia tion .

T h is  leads to the attempts to  form ulate a new approach  to reg iona l 

growth theory  c h a ra c te r iz e d  by the postu la te  tha t reg ional in equa lities  

a re  to be seen  not as (tem p o ra ry ) d e p a r tu re s  from "g en era l equilibrium " 

but r a th e r  as a perm anent fea tu re  of economic grow th p ro c e s s .

The following passage  from one of the outstanding re c e n t  th e o re t i 

cal contribution to  the problem , consis ten t with the b ro a d e r  c u r re n t  of 

s tru c tu ra l  approach  to the economic grow th th eo ry , d e s c r ib e s  the logic 

of th is  new approach  in  the following te rm s :  "a  fundamentally new kind 

of local economic problem is  a r is in g . In an economic landscape  w here 

geographical spec ia liza tion  is  not in te r s e c to ra l  but r a th e r  in t r a s e c to ra l ,  

a qualitative change in the o rganiza tion  and re sp o n s iv en ess  of the local 

economy o c cu rs . M ost im portan tly , and perhaps most ominously, geo 

graph ica l inequa lities  in th is  spa tia l d iv ision  of labou r appear not only
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at i ts  dem ise , but a re  in teg ra l to the s t ru c tu re  of the spatia l system  

its e lf .  T hat i s ,  reg ional problem s and th e i r  concomitant geography of 

inequality  w ere prev iously  the re s u l t  of p r io r  co llapse  o r  fa ilu re  of an 

economic system  ( o r p a r t  of i t ) . The problem fo r rec o v e ry  was to 

r e s to r e  the economy to working o rd e r ,  causing reg iona l problem s to 

d is a p p e a r ,  o r  so was thought. T h is  is  not the case  under the new 

sp a tia l  d iv is ion  of lab o u r. Now, loca lized  inequa lities  in  sk ill and in 

come, fo r  example, form the ve ry  b a s is  of the geographical o rg an iza 

tions of the co rp o ra te  economy . . .  In th is  way, spatia l inequa lities  b e 

come a p a r t  of the normal working o rd e r  of the economy, and no longer

a sign of i ts  fa ilu re  o r  dem ise". (G . L. C la rk , M . S . G e r t le r ,  J. 

W hiteman, 1986, p. 25 ).

If the re lev an ce  of v a rio u s  new th eo re tica l approaches rem ains a 

sub jec t fo r  d iscu ss io n , i t  may be ce r ta in ly  s ta ted  that th e re  appears  a 

quite evident tendency tow ards c lo s e r  in teg ra tion  of the reg ional develop

ment th eo ry  with the economic growth th eo ry , a tren d  tow ards con

s id e r in g  the reg iona l development p ro c e s se s  as an aspec t of an overa ll 

p ro c e s s  of economic grow th, seen  mainly as a p ro cess  of changes in 

the s t ru c tu re  of economy (com prising  v a r io u s  types of re levan t s t ru c 

tu ra l  r e la t io n s ) .  T his a lso  fo s te rs  th is  type of thirVing about reg ional

development which focusses  on the adaptation of reg ional economy to

m acroeconom ic changes - which seem s to be the type of thinking of 

growing im portance in view of in c re a s in g  deg ree  of economic in teg ra tion  

on national and in terna tiona l s c a le s .

T h is  type of approach m eets some m ore genera l t ren d s  in  the 

methodology of geography. 1 am re fe r r in g  h e re  to  a tendency tow ards 

the in teg ra tio n  of geographic  knowledge on the b a s is  of system s an a ly s is . 

Let me r e f e r  in  th is  context to  a statem ent p resen ted  m ore than a decade 

ago: "The new situa tion  genera ted  by a sc ien tific -techno log ica l re v o lu 

tion  points to the c u r re n t  need fo r  a ho lis tic  model, one that would not 

only g ra sp  the spa tia l s t ru c tu re s  of the complex system s ex isting  within 

in d u s tr ia lized  so c ie tie s  but a lso  help to plan socio-econom ic and c iv ili-  

zational developm ents within the lim its of to le ran ce  imposed by na tu re .
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The adoption and implementation of ho lis tic  assum ptions and of system 

methodology open new, f a r  reach ing  poss ib ili t ie s  to geography , as they 

a re  on a h igher level of genera lity  and fu rn ish  a ra tio n a l foundation 

fo r  inform ation and fo r  contro lling  the highly complex system s on r e 

gional and global sca le"  (C hojnicki Z . ,  Wróbel A .,  1976).

It should be fu r th e r  pointed out that an e sp ec ia lly  im portant 

aspec t of the system s approach fo r  geographic r e s e a r c h  is  the p o ss ib i

l i t ie s  i t  opens fo r  the study of the evolution of spa tia l sy s tem s. The 

system s approach c re a te s  a lso  the poss ib ility  to g ra sp  the adaptive 

p ro p e r t ie s  of spa tia l system s which might be analysed as con tro lled  s y s 

tem s. Notwithstanding many postu la tes  in  th is  r e s p e c t ,  the p ro g re s s  in 

th is  field  is  s t i l l  inadequate , e sp ec ia lly  concerning the sp a tia l  economic 

system s, in  which the h ie ra rc h y  of elem ents and s t ru c tu re s  as well as 

pu rposes  i s  changing (Chojnicki Z . ,  W róbel A . ,  1977).

It seem s that th is  m ore genera l m ethodological a sp ec ts  should be 

kept in  mind in our r e s e a r c h ,  s ince the stud ies on reg iona l development 

in  conditions of f a r  reach ing  s tru c tu ra l  changes of economy might con

tr ib u te  to overcoming of these  d ifficu lties  and might lead  to a deep e r  

understanding  of the evolution of the "wholes" denoted by the concept 

of economy, the spatia l s tru c tu re  of which i s  of main in te r e s t  to  geo 

graphy; the feedback effects a re  a lso  to be expected .

P o ss ib le  contribu tions of geography

The p ro c e ss  of s t ru c tu ra l  economic changes with i ts  spa tia l m ani

festa tions i s  obviously an in te rd isc ip lin a ry  object of s tu d ie s . S ince the 

spatia l dim ensions of re s t ru c tu r in g  a re  a v ita l and, indeed , in sep arab le  

aspect of the whole p ro c e s s ,  imposing d isc ip lin a ry  b a r r i e r s  on r e s p e c 

tive stud ies would be even le s s  sensib le  than in case  of o ther complex 

phenomena.

On the o ther hand, it  is  sensib le  to ask what a re  the specific  con

tr ibu tions that g eographers  have made and can make in  th is  fie ld . The
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rev iew  of the re p o r ts  of the p re se n t  volume will c e r ta in ly  give a p a r 

tia l  answ er to th is  question . Let me h e re  point out the following types 

of s tud ies  which seem to  me re lev an t.

The typ ica l "geographic" approach would be to  assume that the 

s t ru c tu ra l  change of national economy is  given and to  study the behaviour 

of reg iona l economy as a re sp o n se  to  the change in  th is  exogenous 

v a r ia b le  - re sp o n se  determ ined by a se t  of local conditions, including 

the ac tually  ex isting  s tru c tu re  of reg iona l economy. Checking of th is  

assum ption might be an object of study as such; s trong  reg ions 

c h a ra c te r iz e d  by innovative capacity  leading to s t ru c tu ra l  change might 

to a la rg e  ex ten t determ ine the national ra te  of such change which in  

that c a se  can hard ly  be tre a te d  as exogenous v a r iab le  (a lthough c e r ta in  

national fa c to rs  like m onetary and fo re ign  t ra d e  po lic ies  will s t i l l  r e 

main ex te rn a l to the reg iona l econom y).

In both c a s e s ,  how ever, a study of the reg iona l economy, taking 

into account multiple in te rco n n ec tio n s , is  an object of an analysis  well 

e s tab lish ed  in  econom ic-geographic tra d itio n . What i s  new, how ever, 

is  a somewhat new p e rsp ec tiv e  of looking at the reg ion  and the b ases  

of i ts  development - strongly  emphasizing i ts  conditioning by national 

and in te rn a tio n a l economy.

S tud ies  of reg ionally  d iffe ren tia ted  impact of national s t ru c tu ra l  

changes might lead  to p red ic tion  of the tre n d s  of reg ional development 

in the fu tu re . Such p red ic tio n s , based  on the knowledge of national 

s t ru c tu ra l  changes of economy on one hand and the existing  reg ional 

conditions on the o ther hand, would provide a v e ry  useful b a s is  for 

devising all types of reg ional development po lic ie s , not n e c e s sa r i ly  

limited to  reg iona lly  d irec ted  m e a su re s .  In many c a s e s ,  such po lic ies , 

to be effec tive , would have to  be dev ised  so as to  bring  about national 

s t ru c tu ra l  changes.

Such  p ro jec tio n s , toge the r with s tud ies  of actual s i tu a tio n s , may 

also se rv e  as a b a s is  fo r  the p ro p o sa ls  of actions aiming to  fac ilita te  

the r e s t ru c tu r in g  of reg ional economy, solving the a r is in g  problem s
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(like  e .g .  changing gender p roportions in  demand fo r  la b o u r ) ,  and to  

dim inish i ts  negative economic effec ts  and socia l c o s ts .

P e rsp e c tiv e s  of in te rn a tio n a l geographic  coopera tion

The in te rn a tio n a l geographic  coopera tion  in  the field of in te re s t  as 

defined above has ce r ta in ly  s im ila r  gen era l aims as in  the case  of 

o ther geographic problem s:

a) to  g a th e r  a  number of fa c ts  and genera liza tio n s  which would allow 

to form ulate g en e ra liza tio n s  of h ig h er o rd e r  and help  to  check r e 

se a rc h  hypotheses and th eo re tica l c o n s tru c tio n s ,

b) to  improve methods of r e s e a rc h .

As to the top ics of such co llabo ra tion , the th e o re tic a l and 

m ethodological questions, like those mentioned in  the e a r l i e r  sec tion  of 

th is  p a p e r ,  seem to  be of p a r t ic u la r  im portance.

A part, how ever, from the s tud ies  on v a rious  asp ec ts  of the p r o 

blem, i t  seems that th e re  is  an obvious need fo r  system atic  in v e s tig a 

tions of r e a l  dim ensions and c h a ra c te r  of s t ru c tu ra l  economic changes 

in  individual c o u n tr ie s . T h is , in  fac t,  may be considered  a task  fo r  

econom ists; n e v e r th e le s s ,  geo g rap h ers  should a lso  take p a r t  in  th is  

type of s tud ies  which a re  quite ind ispensab le  fo r  p ro p e r  y rp re ta tio n  

and evaluation  of re su ltin g  spa tia l changes as well as for e lab o ra tio n  

of re a l is t ic  p ro p o sa ls  as to reg iona l development pbl; m e a su re s .  It must 

be said  that such  system atic  stud ies a re  not ve ry  .’roquent ( a s  an e x 

ample one may indicate  the study by H. F .  Ecke-}' (1985) re fe r r in g  to 

the F e d e ra l  Republic of G erm any).

In th is  context th e re  a r i s e s  a question  which m erits  some d i s 

cussion : w hether the ca teg o rie s  of the c la ss if ica tio n  of economic a c t i 

v itie s  (including those used in  the UN publications) a re  re a l ly  well 

adapted to th is  kind of an a ly s is . It seem s that they hard ly  allow to  

d is tingu ish  the "new" in d u s tr ie s  operating  with most advanced technolog*.« 

from the trad itio n a l types of in d u s tr ia l  ac tiv itie s  if  th e ir  output fa ils  ir.to
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the same c la s s  of re la ted  products; the in tr a sec to ra l sp ec ia liz a tio n  of 

plants i s  quite in v is ib le  in  m ost of the s t a t i s t ic s .

T he com parative an a lysis  of national stu d ies  would be certa in ly  

much m ore e a s y  and fruitful i f  such  a purpose w as a lready included in  

the plan of r e s e a r c h ,  which p resu p p oses  a coordination  at the s ta g es  of 

elab oration  and execu tion  of a r e s e a r c h  plan. T h is  might take form of 

b ila tera l coop eration  or "joint ventures" re la tin g  to  groups of cou n tr ies  

ch a ra c ter ize d  by a certa in  s im ilar ity , lik e  e . g .  the cou n tr ies  of the 

E E C .

As to  the s o c ia l is t  co u n tr ie s , the Institute I am rep resen tin g  has 

agreem ents on sc ie n t if ic  co llab oration  in  the fie ld  of s tru ctu ra l ch an ges  

of econom y and th e ir  sp atia l con seq u en ces with the in stitu tes  of g e o 

graphy in  C zech o slo v a k ia , G DR and the S o v ie t  Union. I think that the 

r e sp e c t iv e  s tu d ies  might re su lt  in  a joint report to be p resen ted  for  

d isc u ss io n  on the forum of our C om m ission.
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RESTRUCTURING OF REGIONAL ECONOMIES 

IN EAST EUROPEAN COUNTRIES

Economic re s tru c tu r in g  through new in d u s tr ia l  locations

A fter the second W orld W ar most E a s t  E uropean  co u n trie s  had 

two main problem s to  re so lv e .  One was the m odernization  of th e i r  

underdeveloped econom ies, e sp ec ia lly  in  Poland, B u lg a ria  and Romania. 

The o ther was the development of backw ard reg io n s , such  as S lo v ak ia , 

the n o r th e rn  reg ions of the GDR, and the e a s te rn  reg io n s  of the  U S S R . 

The economic policy of acce le ra ted  in d u str ia liz a tio n  adopted at the 

period  as well as a highly c e n tra lized  system of planning and m anage

ment did favour the solution of these  two main problem s. A c o n s id e r 

able p roportion  of the cap ita l r e s o u rc e s  available was ea rm ark ed  for 

investm ents in se lec ted  backward reg io n s . C en tra l d ec is io n s  gave r i s e  

to the estab lishm ent of many new in d u s tr ia l  e n te rp r is e s .

The R ussian  concept of so ca lled  te r r i to r ia l -p ro d u c t io n  com plexes 

(T P C ) provides an exce llen t example of the approach to developm ents 

mentioned above ( Bandman 1976} Aganbegian 190Д). A ccording to th is  

concept, the te r r i to r ia l -p ro d u c t io n  complex is  a se t  of m u tu a lly -re la ted  

in d u s tr ia l  e n te rp r is e s ,  t r a n s p o r t ,  co n s tru c tio n  and non-productive  u n its ,  

occupying a c e r ta in  te r r i to r y  and se rv ed  by a common in f ra s t ru c tu re .  

Such a complex is  formed according to a plan, approved by c e n tra l  

au th o ritie s . M ost T P C -s  use  local m ineral r e s o u rc e s  as a base  fo r
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leading in d u s tr ie s  as well as fo r  complementary in d u s tr ie s .  During the 

period 1982-1985 e leven such complexes w ere being built in  the USSR 

(G ladyshev 1982). T h re e  of th ese  w ere in  the e a s te rn  half of the R ussian  

F e d e ra l  Republic, th re e  in  K azakhstan , and one in  T adzh ik is tan , that i s ,  

in  re la tiv e ly  weakly in d u s tr ia lized  reg io n s . A good example is  the 

W e s t-S ib e r ia n  Complex, which is  based  on oil and g as . Chemical in 

d u s tr ie s  - oil re fin ing , synthetic  ru b b e r ,  and p la s t ic s  - have been 

developed h e re ,  while the m anufacture of mining m achinery  and 

fu r th e r  expansion of chemical production a re  planned.

In Poland th e re  a re  a lso  a few reg ions co rrespond ing  to the 

R ussian  te r r i to r ia l -p ro d u c t io n  com plexes. T hese  a re  how ever of much 

sm alle r sc a le . Good examples a re  the Konin coal-m ining reg ion  and 

Legnica copper d i s t r ic t ,  both of which a re  in  underdeveloped reg io n s .

We can a lso  find examples of cen tra lly -p lanned  and managed reg ional 

r e s t ru c tu r in g  in  C zechoslovakia  ( in  S lo v ak ia ) , in the GDR (n o r th e rn  

and e a s te rn  re g io n s ) ,  and in  Hungary ( in d u s tr ia l  c e n tre s  outside Buda

pest)  , as well as in  B u lgaria  and Romania. M ost of these  reg ions were 

developed through ex tensive  investm ent activ ity  which was not of the 

te r r i to r ia l -p ro d u c t io n  complex type. H ow ever, they all have one thing 

in  common: investm ent program m es in  th ese  reg ions  w ere devised and 

implemented accord ing  to planning and locational dec is ions of cen tra l  

au th o rit ie s . M ost of the in d u s tr ia l  plants es tab lished  in t ' ; so c ia lis t  

coun tries  of E a s te rn  E urope before  the 1980s w ere  s izab le  u n its , p ro 

ducing on a la rg e  s c a le ,  co rrespond ing  to technologicaily-optimum scale  

c h a ra c te r is t ic s  fo r  a given s e c to r .  They a lso  employed re la tiv e ly  new 

technology, fo r the period concerned . In th is  way, ex te rn a l innovations 

w ere adopted in  o lder reg io n s , a p ro c e ss  which often rad ica lly  changed 

the reg ional economic s t ru c tu re .  New technologies w ere mostly c re a te d  

in  cen tra l  R + D in s ti tu tio n s , located  outside the reg ions in which the 

new plants w ere e s tab lish ed .

T hus , the p ro c e ss  of reg ional r e s t ru c tu r in g  was often in itia ted  

and acce le ra ted  by im porting new technology from outside the reg ions 

involved on the b a s is  of dec is ions taken  by cen tra l  au th o ritie s . The in-
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adequacy of th is  form of re s tru c tu r in g  activ ity  re la te s  to  the fac t that 

innovation adoption genera lly  o c c u rre d  only once, when new plan ts w ere 

c o n s tru c ted . In o rd e r  to  se c u re  continuous application  of innovations in  

new p lants i t  i s  n e c e s s a ry  re g u la r ly  to  im port new er technologies from 

outside  the reg io n s  o r  to  e s ta b lish  R + D units  in  the e n te rp r is e s  con

c e rn e d . The l a t t e r  so lu tion  in itia lly  met many o b s ta c le s ,  p a r t ic u la r ly  of 

an o rgan iza tiona l kind. F o r  exam ple, in  Poland in  the 1960s, a  num ber 

of e n te rp r is e -b a s e d  R and D units w ere  c losed  down, and th e ir  a c t i 

v i t ie s  t r a n s f e r r e d  to  in d u s tr ia l  b o a rd s  and to  m in is tr ie s  superv is ing  

p a r t ic u la r  in d u s tr ia l  s e c to r s .  Again, in  the GDR during  the 1970s, of

f ic ia l  policy began to  favour the c rea tio n  of la rg e  in d u s tr ia l  complexes 

containing many e n te rp r is e s  (K om binate), and th e se  took over the R + D 

un its  p rev io u sly  located  at individual e n te rp r is e s  (H arm ann and K aergel

1985).

T h is  c h a p te r  has  focussed  so  f a r  on the m odernization  of u n d e r

developed reg ions  in  E a s te rn  E u ro p e . H ow ever, tha t model of cen tra lly  

guided r e s t ru c tu r in g  of the economy applies a lso  to developed reg ions 

and to  ex is ting  in d u s tr ia l  c e n tre s .  O fficial policy o rig ina lly  intended 

that th e se  reg io n s  should develope le s s  in tensively  than  backw ard ones. 

H ow ever, i t  p roves  im possible to  stop o r  to  m arkedly  slow down th e ir  

g row th. In p rac tice , many in d u s tr ia l  c e n tre s  have in c re a se d  th e ir  

economic poten tia l and substan tia lly  changed th e ir  s t ru c tu re .  Good 

exam ples of such  in d u s tr ia l  growth c e n tre s  can be found in  the GDR at 

L eipzig , in  C zechoslovakia  at B ra t is la v a ,  and in  Poland at Cracow 

(H arańczyk  1986). During the 1960-1980 p e r io d , in d u s tr ia l  employment 

in  B ra tis la v a  and Cracow  grew  by 41% and 43% re sp e c tiv e ly ,  while the 

in d u s tr ia l  production  in  these  two c i t ie s  grew  much f a s te r .  Rapid output 

growth a lso  o cc u rre d  in L eipzig , although in d u s tr ia l  employment h e re  

d e c re a sed  by 26% over tw en ty -y ea r p e rio d .

The "unplanned" development of old la rg e  in d u s tr ia l  c e n tre s  has in  

some c a s e s  been influenced by a  cen tra lly -d ete rm in ed  deglom eration 

policy. In th e se  c a s e s ,  some plants have been t r a n s f e r r e d  to non-urban  

lo ca tio n s , while the construc tion  of new plants has  been forbidden within
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the  c ity . T h is  was the c a se  in  the 1960s in  W arsaw , Łódź, Cracow  and 

Poznań  in  P o land , and in  B udapest in  H ungary  w here some lim itations 

a re  s t i l l  in  fo rce .

Although the development of la rg e  in d u s tr ia l  c i t ie s  was cen tra lly  

con tro lled  and guided, the co n stru c tio n  of new p lants o r m odernization 

of ex is ting  ones was often based  on new techno log ies  which had been 

developed loca lly . T h is  was possib le  because  of the  ex is tence  of local 

sc ien tif ic  r e s e a rc h  c e n tre s  and R + D in s t i tu t io n s .  H ence, development 

in  such c i t ie s  could be a sc r ib e d  to  loca l technologica l innovation.

The re s tru c tu r in g  of reg ions based  on th e i r  own innovations is  

u sua lly  not a v e ry  rap id  o r  sp ec tacu la r  p ro c e s s .  It re q u ire s  special 

conditions and c ircum stances if  i t  i s  to  b e a r  f ru i t .  S ince  such condi

tions e x is t  only in  к few re g io n s ,  th is  type of reg ional re s t ru c tu r in g  

h as  n^t so f a r  dominated reg iona l development in  most E a s t  European  

c o u n tr ie s .  H ow ever, th is  situa tion  i s  now changing rad ic a l ly .  T ra d i 

tional in itia l in d u s tr ia liz a tio n  po lic ies  fo r  backw ard  reg ions a re  no 

lo n g er e ffec tive. New po lic ies  o r  reg iona l r e s t ru c tu r in g  based  on in 

te rn a l  innovation, o r  development from below , have to  be adopted. That 

is  why we now tu rn  to  the ana lysis  of conditions favouring horizontal 

co opera tion  and local development in  E a s t  E u ro p ean  co u n tr ie s .

H orizon ta l coord ination  fo r  reg iona l r e s t ru c tu r in g

In all E a s t  E u ropean  c o u n tr ie s ,  national economic grow th and 

p a r t ic u la r ly  in d u s tr ia l  development have been s trong ly  dependent on 

cen tred , se c to ra l  management. H ow ever, the  leve l of se c to ra l  d e 

pendence has d iffered  as betw een d iffe ren t c o u n tr ie s .  The se c to ra l 

system  of planning and management has developed specia lly  in  the 

Soviet Union, w here in d u s tr ie s  in  a given reg io n  have been dependent 

on fed e ra l m in is tr ie s ,  m in is tr ie s  of a mixed fe d e ra l and repub lic  s ta tu s ,
*

as w ell as on a p a r t ic u la r  repub lic  s own m in is tr ie s .  The G DR system 

is  a lso  re la tiv e ly  ce n tra l iz ed . H ere , most in d u s tr ia l  e n te rp r is e s  belong
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to  la rg e  complexes (K om binate), which a re  sup erv ised  by c e n tra l ,  

s e c to ra l  m in is tr ie s .  E ven  loca l in d u stry  i s  organized  in  the form of 

such  com plexes. The leve l of c en tra liza tio n  is  a lso  re la t iv e ly  high in  

C zechoslovak ia , B u lgaria  and Romania. On the o ther hand, in d u stry  in  

H ungary and, s ince  1982, a lso  Poland is  re la tiv e ly  le s s  dependent on 

se c to ra l  m in is tr ie s .

F o r a given e n te rp r i s e ,  a  high leve l of se c to ra l  dependence in 

volving mainly v e r t ic a l  and h ie ra rc h ic a l  re la tio n sh ip s  re p re se n ts  a con

s id e ra b le  obstac le  to h o rizon ta l links within a given reg ion  or c e n tre .

In o rd e r  to overcome th is  problem , d iffe ren t o rganizational and planning 

instrum en ts  a re  used  at the reg iona l lev e l. Coordination  of horizonta l 

links within the reg iona l economy is  mostly implemented through a s y s 

tem of f iv e -y e a r  p lan s . On the one hand, in  all E as t E u ropean  

co u n trie s  the c e n tra l  plan i s  accompanied by specific  reg ional p ro f ile s . 

T h ese  a re  based  on official adm inistra tive  d iv is ions , such as the 

rep u b lic s  in  the Soviet Union, B ez irke  in  the G DR, and voivodships in  

P oland . The reg iona l p ro f ile s  of the c e n tra l  plan constitu te  a base  fo r  

the coord ination  of se c to ra l  p lans in  a given reg ion . On the o ther hand, 

reg iona l au tho ritie s  have the legal power to coord inate  se c to ra l a c t i

v itie s  through planning of m anpow er, t ra n sp o r ta t io n  and construc tion . 

They a re  also au thorized  to  p re p a re  reg ional ba lances  of c e r ta in  mine

r a l s ,  raw  m a te r ia ls  and p roduc ts  as well as ba lances of population 

money incomes and ex p en d itu res . They a re  req u ired  to p re p a re  five- 

y e a r  p lans of overa ll reg io n a l development covering  all aspec ts  of the 

economy, re g a rd le s s  of w hether they a re  cen tra lly  o r  reg ionally  guided. 

Of c o u rse ,  reg iona l au th o rit ie s  a re  a lso  obliged to contro l the execution 

of th ese  com prehensive p lans .

As can be seen  from the above sh o rt  d esc r ip tio n , formal p o ss ib i

l i t ie s  ex is t  fo r  the horizon ta l coord ination  of the en tire  reg ional economy 

in sp ite  of i ts  se c to ra l  dependence. How ever, in  p ra c t ic e  the e la b o ra 

tion of complex plans and determ ination  of reg iona l b a lan ces , as well 

as th e ir  execution, encoun ters  many d iff icu lties . A typ ical l i s t  of these 

d ifficu lties  is  given by V orontsoff (1984, see a lso  Tam piza 1985) fo r
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the U SSR . They include the development of inconsis tenc ies  between 

se c to ra l  and reg ional p lans, the ve ry  low quality of many reg iona l p lans , 

and frequen tly  - considerab le  delays in  th e i r  e lab o ra tio n . Very sim ila r  

w eaknesses  have been observed  and c r i t ic iz e d  in  o ther so c ia lis t  

c o u n tr ie s . F o r  example, th e re  a re  many difficu lties  in the coord ination  

and execution of t e r r i to r i a l  p lans in  the G DR desp ite  the fact tha t the 

local au tho rities  th e re  a re  in  a position  to  use  a re la tiv e ly  la rg e  num

b e r  of coord ination  instrum ents (L ange 1986).

H orizon ta l coord ination  of the reg iona l economy is  s t i l l  m ore d if 

ficu lt w ithin sh o r t- te rm  (one y e a r )  planning. O pera tiona l, se c to ra l  

management dominates ov er horizonta l aspec ts  and re la t io n s .  With r e s 

pect to  plan execution, loca l and reg ional au tho rities  can effectively  

contro l only those sp h e re s  of the reg ional economy which a re  adm in is tra 

tively  superv ised  by local and reg iona l au th o rit ie s . T rad itio n a lly , the 

reg iona lly  o r  locally -dependent sphere  of the economy covers  only 

sm a ll-sca le  in d u s tr ie s  and se rv ic e s ,  ag r ic u ltu re ,  local t r a n s p o r t ,  r e ta i l  

t r a d e ,  housing, communal u t i l i t ie s ,  and o ther s e rv ic e s  of loca l im

portance  such as  health  c a re  and p rim ary  and secondary  education 

(O pallo  1986) .  It Tnust be s t r e s s e d ,  how ever, tha t all these  sp h e re s  

a re  doub ly -subord inated , in  that they a re  both reg ionally  o r lo ca lly -  

dependent, and cen tra lly -dependen t, at the same time. Regional and lo 

cal au th o ritie s  a re  th e re fo re  heavily r e s t r ic te d  in  th e i r  actions.

What influence can local and reg ional au tho rities  ex e r t  on s t r u c 

tu ra l  change and innovation c rea tio n  and technological change in th e i r  

reg ions? A m ajor co n s tra in t h e re  is  that reg ional au thorities  cannot 

d ire c t ly  influence the activity  of r e s e a rc h  c e n tre s  and R + D in s ti tu tio n s . 

In most E a s t  European  c o u n tr ie s , r e s e a r c h  cen tre s  a re  d irec tly  su b 

ordinated  to the M in is try  of R ese a rc h , w hereas  R + D ins titu tions a re  

re sp o n sib le  to d ifferen t in d u s tr ia l  b ranch  m in is tr ie s .

All th is  does not help v e ry  much in  developing local sy n e rg ie s  

with r e s p e c t  to technological innovation. H ow ever, in  spite of th is  th e re  

a re  some positive examples which show that reg iona l au tho rities  can be 

ve ry  active in  promoting cooperation  between in d u s tr ia l  p lants and local
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R + D in s ti tu tio n s . T h is i s  the c a se  fo r  example in  the GDR, w here 

reg iona l au th o ritie s  a re  resp o n sib le  fo r "in tensifica tion" of develop

ment fa c to rs  within th e ir  t e r r i to r y .  They a re  legally  obliged to  c o 

o rd ina te  the ac tiv ity  of e n te rp r is e s  and R + D in s titu tions (B on isch , 

Moks and O stw ald 1982). In the Soviet Union th e re  a re  examples of 

such co opera tion  in  la rg e  c i t ie s ,  p a r t ic u la r ly  in M oscow, L en ingrad , 

N ovosib irsk  and c e r t a in  o ther S ib e r ia n  c it ie s  w here th e re  a re  se a ts  

of the S ib e r ia n  B ranch of the Soviet Academy of S c ien ces  (R azv itiye  

. . . ,  1978).

It can  be argued that the reg iona l re s t ru c tu r in g  p ro c e ss  through 

innovation in  in d u s try , p a r tic u la r ly  in  small and m edium -size e n te r 

p r i s e s ,  could be much more in tensive  if such e n te rp r is e s  and reg iona l 

au th o rit ie s  had g re a te r  autonomy. Such a situa tion  with re g a rd  to  the 

economic and planning system  does ex is t  nowadays in  Hungary and to  a 

l e s s e r  ex ten t a lso  in Poland . In H ungary, no formal coord ination  of r e 

gional and c e n tra l  plans is re q u ire d . The re la tio n s  betw een reg ional 

au th o rit ie s  and e n te rp r is e s  a re  mainly regu la ted  through d iffe ren t 

economic in s tru m en ts . The c rea tio n  of s tab le  so u rces  of financial in 

come fo r  reg iona l au tho ritie s  is  re g a rd ed  as the most im portant task  

fo r the n e a r  fu tu re .^  S im ila r  changes regula ting  the actions and r e s 

p o n sib ilitie s  of reg iona l au th o ritie s  w ere  undertaken  in  Poland in  198Д. 

M ore re c e n tly ,  new regu la tions c rea tin g  favourable  financial conditions

and ta x -re d u c tio n s  fo r  sm a ll-sca le  reg iona lly -subo rd ina ted  in d u s tr ie s
2

have a lso  been in troduced . All th ese  actions should help reg iona l and

According to  a document en titled : "D irec tiv es  fo r  the improvement 
of the economic management system  of the People s Republic of Hungary", 
Budapest 1985, C en tra l Planning Office (from  a R ussian  tr a n s la t io n ) .

2
T h is  is  the ca se  with the Regulation of the M in is te r ia l  Council 

of Poland of 19 May 1986 reg a rd in g  the expansion of sm all-sca le  e n te r 
p r i s e s .  In: M onitor P o lsk i, 31 May 1986 (No. 14).

http://rcin.org.pl



22

local au th o ritie s  to  stimulate innovations and through them a f a s te r  d e -
3

velopment and rec o n s tru c tio n  of th e ir  reg ions .

L ast but not le a s t  as a fa c to r  in  stimulating the local and r e 

gional innovation p ro c e ss  is  the is su e  of g r e a te r  f inancial autonomy fo r  

individual e n te rp r is e s ,  p a r tic u la r ly  with re g a rd  to finance fo r  fu tu re  d e 

velopm ent. In some E as t European cou n trie s  the financial system  under 

which e n te rp r is e s  opera te  has been a lready  changed so as to  en su re  the 

autonomy of individual e n te rp r is e s  over financial d ec is io n s : in the o th e r 

c o u n tr ie s ,  such changes a re  planned fo r  the n e a r  fu ture  (Rozwój . . .  

I 985) .  If such tren d s  continue, d ec is ions concerning reg iona l in d u s tr ia l  

development will be further d e c e n tra lize d . In th is  way the c re a tio n  of 

favourab le  conditions fo r  reg ional re s t ru c tu r in g  through technological 

innovation will r e s t  to a much g re a te r  extent in  the hands of autonomous 

e n te rp r is e s  and local and reg ional au th o rit ie s .

Aims and instrum ents of local re s t ru c tu r in g  polic ies through innovations « 

T'he ca se  of Poland

In Poland th e re  ex is t  a need fo r  a se p a ra te  innovation policy at the 

loca l level which would respond  to the specific  s itua tion  and conditions 

ex is ting  th e re .  It has been p red ic ted  sometime ago that the fu r th e r  d e 

velopment of the P o lish  economy in  the 1980s would bring  a fu r th e r  d i 

v e rs if ic a t io n  of the local situa tion  and would re q u ire  locally  specific  

development po lic ie s . T his would a lso  in c re a se  the need fo r local r e 

s tru c tu r in g  polic ies in  o rd e r  to p ro p erly  tack le  v a rio u s  development

The paper does not espec ia lly  focuss on problem s of local deve lop
m ent, which in  i ts e lf  is  an im portant a spec t of the decen tra liza tio n  in  
so c ia l is t  co tin tries . This asp ec t i s  d iscu ssed  in: B. Gruchman, Local 
and reg iona l development in  E a s t  E urope : E x p e r ie n c es ,  main is su e s  and 
p e rsp e c tiv e s ,  in: Regional Development Dialogue, Vol. 3, No. 1, S pring  
I 9B2 , United Nations C en tre  fo r  Regional Development, Nagoya, Japan, 
p. 28-44 .
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at th is l e v e l .  The a w aren ess  of th is need s ta r ts  to  be fe lt  by a grow ing  

number of lo c a l authorities in  Poland. S e v e r a l d is tr ic ts  a lread y adopted  

sep arate  restru ctu r in g  programmes of undertook sp e c if ic  action s in  th is  

f ie ld .

A c lo s e r  scru tin y  of lik e ly  m otives and aims of lo c a l au th orities  

to form ulate restru ctu r in g  p o lic ie s  r e v e a ls  the follow ing points:

a) T hey  are  con cern ed  with safeguarding stab le and h igh-incom e  

jobs for  the inhabitants of th e ir  te r r ito r y .  E n ter p r ise s  which do not in 

novate cannot, in  the long run, guarantee such  jobs.

b) Many lo c a l au th orities in  Poland, above all those operating in  

in du stria l agglom erations, are cu rren tly  preoccupied  with the sh ortage  

of m anpower to co v er  the demand vo iced  by ex is t in g  in d u stria l e n te r 

p r is e s  and other s e c to r s  of the lo c a l econom y. Labour saving in nova 

tions in  ex is t in g  e n te r p r ise s  are m ost welcom ed in  ord er  to am eliorate  

the situ ation  on the lo c a l labour m arket.

c ) L ocal r e s o u r c e s ,  prim arily of land ( s p a c e ) ,  w ater and other  

m in era ls , becom e c r it ic a lly  s c a r c e  in  many lo c a l i t ie s .  On the other  

hand and b e tte r  and w ider u tiliza tion  of other available lo c a l r e s o u r c e s ,  

in stead  of im ported o n es , o ffers  an opportunity to rem ove ex istin g  

b a r r ie r s .  Innovations in  th is  f ie ld  can speed  up future grow th.

d) P ro tec tio n  of the environm ent is  con sid ered  a cru c ia l task  of 

loca l au th orities in  a growing number of areas  of Poland. In many c a s e s  

im plem entation of p rotective  d ev ic es  and m easu res becom es v er y  c o s lty  

and even  exceed in g  the financial p o s s ib il it ie s  of all con cern ed . Innova

tions which would lo w er  the c o s ts  of such  m easu res and even  b e tte r ,  

which would elim inate environm ent polluting production p r o c e s s e s  are of 

high in te r e s t  to  lo c a l authorities who re a lly  c a r e .

e)  L ast but not le a s t ,  high p rofits  of en te r p r ise s  connected with  

the lo c a l budget bring the lo ca l authorities additional m eans badly needed  

in  many so c ia l  s e c to r s  financed from that budget. Innovations are a good 

way to  attain additional financial R esou rces . B e s id e s  profiting the lo c a l  

budget they  bring b en efits  to  en te r p r ise s  concerned  and to the in novators  

th em se lv es .
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T urning to  instrum ents  of re s t ru c tu r in g  through innovations at the 

d isposa l of lo ca l au tho rities  one should point out tha t in  consequence of 

recen t re fo rm s , the local au tho rities  in  Poland obtained some instrum en ts  

and p o ss ib ili t ie s  with which they should be able to influence developm ents 

in  our field  of in te r e s t .  It rem ains to be seen  how effective theee i n 

strum ents will r e a l ly  be . Some instrum ents  have s ti l l  a  form al c h a ra c te r  

without r e a l  substance  and economic w eight, but the refo rm  p ro c e s s  has 

not ye t been term inated  and one hopes tha t fu r th e r  changes will follow 

in  the d e s ire d  d irec tio n . N e v e rth e le ss , what i s  a lready  at the d isposa l 

of local au th o rit ie s  is  w orth a c lo s e r  sc ru tin y .

The l i s t  of m ajor instrum ents of innovation policy c u rre n tly  in  the 

hands of loca l au tho ritie s  in  Poland i s  following:

a) G ranting p r io r i ty  in  c e r ta in  f ie lds  to  h igh -tech  in d u s try . L ocal 

au tho rities  can e x e rc ise  th is  in  th e ir  location  policy , tax and ta r i f f  

exemptions within th e i r  com petence, in  th e i r  housing and soc ia l in f ra 

s tru c tu re  policy.

b) O rgan ization  of new sm a ll-sca le  e n te rp r is e s  which would in t r o 

duce innovations in to  production  and development of s e rv ic e s ,  which 

would help e n te rp r is e s  to innovate. Lack of e n tre p re n e u rs  and financial 

re s o u rc e s  lim its the application  of th is  instrum ent in  p ra c tic e .

c) In itia tion  and o rgan iza tion  of con tac ts  betw een local r e s e a r c h  

and development in s titu tions (R + D) and local in d u s tr ia l  e n te rp r i s e s .  

M odalities and o rganizational form s of such contacts  in itia ted  by loca l 

au tho rities  can v a ry  from re g u la r ,  s tab le  and in s titu tiona l ones to 

sporad ic  and informal ones. What counts h e re  is  to e s ta b lish  a steady  

flow of inform ation between the two s ides  concerned .

d) G ranting financial a ss is ta n c e  to  innovative e n te rp r is e s  and f i 

nancial support to  R + D in s titu tio n s . T h is  may be done e i th e r  through  

gran ting  investm ent c re d its  on favourable  conditions o r  a llc ting g ran ts  

from the local budget. T h is  may a lso  be done through the estab lishm ent 

of a specia l fund fo r  supporting innovations and techn ical p ro g re s s  

functioning at the d is t r ic t  level.
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In the final instance^ innovations a re  c re a te d  by people not by en 

t e r p r i s e s .  It i s  th e re fo re  im portant to  focus on m easu re s  d ire c tly  in 

fluencing innovato rs  them selves. H e re ,  the financial re w a rd s  fo r  innova

tions a re  reg u la ted  by c e n tra l  reg u la tio n s , but such rem unera tions  a re  

not the only incen tives  to  innovate . Innovators o rganize  them selves in  

g ro u p s , clubs and specia l o rg an iza tio n s . A ss is tance  to  and coopera tion  

w ith such g roups and o rgan iza tions is  a  v ita l  ta sk  of the local 

a u th o r i t ie s .  Some of them organ ize  com petitions, exh ib itions, g ran t 

p r iz e s  and popu larize  outstanding achievem ents in  th is  fie ld . All th is 

he lps  to  c re a te  a clim ate favourable foi' innovato rs  and th e ir  w ork.

Such  clim ate is  v ita l  fo r  the development of innovations "from below ".

It i s  only when the la t te r  reach  a c r i t ic a l  m ass and m atch the actions 

of the governm ent "from above", that the fu tu re  sa tis fa c to ry  growth of 

the national economy is  safeguarded .

C onclusions

All the  s o c ia l is t  coun tries  of E a s t  E urope a re  now looking fo r  new 

ways to a c c e le ra te  economic development T h ese  e ffo rts  a re  being 

pursued  with g r e a te r  o r  l e s s e r  in ten s ity , and a lso  v a ry  in  approach , 

as betw een d iffe ren t c o u n tr ie s . The most c ru c ia l  objective in  all c a se s  

i s  to in c re a s e  the innovation capacity  of the national economy to i ts  

h ighest p oss ib le  lev e l.  M ost governm ents a re  committed to  continuing and 

expanding tra d it io n a l  cen tra l innovation policy , in  the form of " pumping" 

innovations in to  the economy from above. But at the some tim e, most of 

them a re  sea rch in g  fo r  new ways of stim ulating autonomous e n te rp r is e s  

to c re a te  and adopt innovations fo r  them selves .

In th is  l a t te r  contex t, two d iffe ren t approaches a re  a lready  evident: 

the H ungarian  one which s t r e s s e s  the ro le  of individual e n te rp r is e s  in  

re s tru c tu r in g  th rough innova tion , and the G DR approach which em phasizes 

the key ro le  of in d u s tr ia l  com plexes (Kombinate) in technological change. 

Thus f a r ,  ex p e r ie n c es  v a ry  considerab ly  so tha t i t  is  too e a r ly  to  draw
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any conclusions as to  which model will be more effec tive . It may well 

be tha t a combination of both will b e s t fit the conditions of a  given 

country . It should how ever be noted that each  policy approach  has 

specific  spa tia l e ffec ts , and c re a te s  d ifferen t conditions fo r  diffusion 

and technological change as  a b a s is  fo r  r e s t ru c tu r in g  the reg ional 

economy.
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JOHN BROWETT

School of Social S c iences
F l in d e rs  U nivers ity  of South A u s tra lia

THE IM PACTS OF RECENT CHANGES IN GLOBAL CAPITALISM 

ON THE RESTRUCTURING OF REGIONAL ECONOMIES 

IN ADVANCED CAPITALIST NATIONS*

It i s  the cen tra l  argument of th is  p ap e r  that whilst useful insigh ts  

into the r e s tru c tu r in g  of regional economies in  advanced cap ita lis t n a 

tions may be derived  from p e rsp e c tiv e s  which focus upon what has 

happened and i s  happening within the b o rd e rs  of individual nation s ta te s ,  

they provide inap p ro p ria te  b ase s  fo r  thinking about regional development 

i s s u e s  in  the la te  1980s. The conceptualisation  of the d istinc tive  and 

highly conspicuous forms tha t have been m anifest ia  the o rganisa tion  and 

s t ru c tu re  of regional economy in  advanced cap ita lis t  nations with the r e 

s tru c tu r in g  and transfo rm ations of capitalism  over the la s t  two decades 

and more re q u ire s  a d iffe ren t s ta r t in g  point. Rethinking regional develop

ment at the p re se n t  time, i t  i s  contended, must re su l t  in ana lysis  com

mencing not with the m acro  ana lyses  of economic re la tio n s  within nation 

s ta te s  but r a th e r  with the considera tion  of the impacts and consequences 

of the growth of d is o rd e r  and p riva te  economic pow er at the global leve l,  

e sp ec ia lly  in  finance m ark e ts .

This p ap e r  in c o rp o ra te s  some of the themes and id eas  p rev iously  
p re sen ted  in  a p ap e r  (B row ett  and L e a v e r ,  1937) given to a C en tre  for 
Development S tudies Workshop on Rethinking Development Is su e s ,  
F l in d e rs  U n iv e rs ity , May 1937.
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In ou tline, the p a p e r  will f i r s t  seek to dem onstrate  that the g r e a te r

p a r t  of regional development theory  and thinking focuses most atten tion

e i th e r  upon spa tia l s t ru c tu re  within nation s ta te s  o r  in h e ren t tendenc ies  

( f r e e  m arket fo rces)  within cap ita lis t  social form ations (dom estic  

economies) . It will then  argue that the g re a te r  s ign if icance  that is  

attached to the nation sta te  i s  en tire ly  understandable  in  te rm s  of the 

h is to r ic a l  specific ity  of the re -em erg en ce  of re g io n a l  development 

s tu d ies . It i s ,  how ever, no longer a sufficiently  adequate b a s is  fo r  

a n a ly s is .  Following T h r if t  (1986, 62) , i t  i s  recogn ised  that in  o rd e r  

to understand  changes within nation s ta te s  human g eographers  need " . . .

to  come out of th e ir  national she lls  and take the w ider (g lobal) view" -

see ad so T hrif t ,  1985. Hence, i t  will be suggested  tha t i t  i s  n e c e s s a ry  

to commence analyses  with a considera tion  of sh ifts  in  the global 

c a p ita lis t  economy. W hilst some geo g rap h ers  have recogn ised  the s ig n i

ficance of the spatial im pacts of. the growth in  the in te rn a tio n a lisa tio n  

of p roduction , in  th is  p a p e r  i t  i s  suggested  that a s  much, i f  not m o re , 

a ttention needs to be devoted to sh ifts  from public to p r iv a te  economic 

pow er and from o rd e r  to d is o rd e r  in  in te rna tiona l finance m a rk e ts .

These shifts a re  not only of cen tra l  im portance in  and of them selves, 

but a lso  they have brought about a reduction  in  the extent of contro l 

ove r domestic economic policy on the p a r t  of the nation s ta te .  As noted 

by Radice ( 198Д, 113) , "the cap ita l is t  world economy is  now so 

thoroughly in teg ra ted  a c ro s s  national boundaries that an autonomous n a 

tional c a p ita lis t  s tra te g y  is  no lo n g e r  p o ss ib le " . Even the Bank of In te r 

national Settlem ents c o n cu rs :  in te rna tiona l financial in teg ra tio n , i t  

recen tly  d ec la re d , " . . .  has led  to a d ra s t ic  curta ilm ent of dom estic  

policy independence, even fo r  the la rg e s t  co u n tr ie s  and fo r  d eb to rs  and 

c re d i to rs  alike" (quoted in  The A u s tra lian  F inancia l Review, 8 /7 /8 7 ,

p.  8) .

At the ou tse t, how ever, i t  needs to be c le a r ly  understood  tha t it  

i s  accepted that although ana lyses  should in it ia lly  be concerned  with 

t re n d s  in  the global po litica l economy, they should not rem ain at tha t 

le v e l .  To focus exclusively  on tre n d s  in  global capita lism  u ltim ately
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r e s u l t s  in people being re g a rd ed  la rg e ly  as  pass ive  victims of ex te rna l 

s t ru c tu re s  and den ies  the working c la s s  any p o ss ib ility  of success  

th ro u g h  c la s s  strugg le  ( je n s e n -B u tle r ,  1982, 1314) . R a th e r  i t  is  

n e c e s s a ry  to examine the ways in  which the actions of local groups and 

c la s s e s  have e i th e r  enhanced o r  coun terac ted  the global sh if ts .  The 

global p e rsp e c t iv e ,  then, p rov ides  a backdrop context against which the 

im pacts of, and re sp o n ses  to , changes in  w orld  capitalism  upon local 

and reg ional communities can be examined. F o r  the outcomes of, and 

adjustm ents to , global economic change m ust rem ain conjunctura l, d e 

pendent in  p a r t  upon p a s t  and p re se n t  loca l c la ss  s tru c tu re  and s trugg le . 

Unique outcomes cannot simply be re g a rd ed  as  deviations from general 

t re n d s  and p ro c e s s e s  which need to be explained away by taking into 

co n sid e ra tio n , often in an ad hoc and d escrip tive  way, a number of ad

ditional fac to rs  and specia l c ircum stances (M a sse y , 1984a, 9) .

As M assey  ( 1984b, 7) has noted e lsew h ere ,  "the world i s  not 

simply the p roduct of c a p i ta l 's  req u irem en ts" . T here i s  nothing which 

i s  system atic o r  determ inate  h e re :  the vary ing  re sp o n ses  of capital and 

lab o u r  cannot be known in advance on the b as is  of theo ry , and n e ith e r  

need such re sp o n se s  always be functional to the reproductive  r e q u ire 

m ents of cap ita lism . The outcomes can only be unce rta in  ( s e e  Hadjimi- 

c h a lis ,  1987) . The im plication of th is ,  of c o u rse ,  i s  tha t the sea rch  

fo r  the holy g ra il  of grand theo ry , a  s e a rc h  which runs through so 

much of both the conventional and rad ica l p e rsp ec tiv es  on uneven r e 

gional development, needs to be abandoned. Instead , th e re  i s  the need 

to em brace S l a t e r ' s  (1983, 101) call fo r  pe rsp ec tiv e  that combine an 

aw aren ess  of sh ifts  in  g loba l 'cap ita lism  with " . . .  varying regional con

tex ts  where o th e r  elem ents specific to the socio-econom ic and politica l 

s t ru c tu re s  of those regions e x e r t  a powerful influence on the development 

of social s tru g g le s  and politica l change".

With th is  cavea t on the need fo r the ana lys is  of concre te  situations 

in  mind, the rem ainder of th is p ap e r  i s  devoted to supporting the p ropo

sition  that the m ost appropria te  s ta r t in g  point fo r th is  ana lysis  i s  not 

the examination of in te rn a l economic re la tio n sh ip s  within nation s ta te s ,
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but the investigation  of global t re n d s  ( s e e  a lso  T h r if t ,  1985; Dicken, 

1986) . Thus i t  i s  suggested  tha t the methodological p r io r i ty  advanced 

by L ip ie tz  ( 1986 , 22) should be r e v e r s e d :  tha t concern  should not so 

much be p laced upon " . . .  each  p a r t ic u la r  socia l form ation to g e th e r with 

i t s  ex te rn a l linkages" (em phasis  added) . C o n tra  the argum ents of 

Aglie tta  ( 1982) , and before  him of B ukharin , a s  to the prim acy  of the 

national dimension, i t  i s  to be proposed  that the t re n d s  a sso c ia ted  with 

in te rn a tio n a lisa tio n  in  global capitalism  be acco rded  p ride  of p lace at 

the commencement of a n a ly s is .  Undoubtedly th is  i s  o v e rs ta tin g  the case  

not only in  and of i t s e l f ,  but a lso  because  vary ing  d eg rees  of openness , 

d iv e rs i ty  and dependence on in te rna tiona l cap ita l and commodity flows 

m eans tha t the ana lys is  has m ore applicab ility  to  some advanced 

cap ita lis t  nations (A u s tra lia )  than to o th e rs  (japan) . N e v e r th e le ss ,  the 

case s till  needs to be m ade, a s  M u rray  ( l9 7 l )  recogn ised  long ago.

Regional Development Thinking

The rev ival of academic in te r e s t  in  the form ulation of a th eo re tica l 

understanding of p ro c e s s e s  leading to uneven reg ional development i s  a 

contem porary  phenomenon . In the advanced cap ita l is t  na tions in te r e s t  

was re -aw akened  in  the pos t second World W ar p e r io d  so as  to inform 

p o lic ies  designed not only to ad d re ss  re g io n a l  p roblem s of ex c e ss  o r  

insuffic ien t economic growth but a lso  to improve the quality of that 

economic growth ( a  concern  that i s  no lo n g e r  dominant) . In th is  

endeavour regional development th e o r is ts ,  in  la rg e  p a r t ,  tended to take 

th e i r  term  of re fe re n c e  from b ro a d e r  m ac ro -lev e l concep tua lisa tions of 

economic growth and development that had p rev iously  been espoused  at 

the national o r  in te rna tiona l le v e l .  So i t  was th a t,  over time, the ap

p roaches  adopted in  the in te rp re ta t io n  of those fo rc e s  thought to be 

responsib le  for the c rea tio n  and perpe tua tion  of uneven regional d e 

velopment em braced v a r io u s  schools of thought ( fo r  rev iew s see G ore , 

1984-} R ichardson , 1984-) .
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Debates between the d iffe ren t approaches have at tim es been live ly , 

not to mention acrim onious, and the transfo rm ations between and within 

them often convoluted. N e v e r th e le ss ,  i t  i s  possib le  to recogn ise  shifts 

from s ta tic  equilibrium  models of se lf  b a lance , to m odern isa tion  

p e rsp e c t iv e s  on the t r ic k le  down and diffusion of economic growth im

p u lse s  from growth p o le s /c e n t r e s ,  to c u r re n t  e ffo r ts  to reconstitu te  

n e o -c la s s ic a l  econom ics ' concern  with the working of the p r ice  

mechanism in  in te r - re g io n a l  re so u rc e  a llocation . R adical in te rp re ta t io n s  

have em braced dependency paradigm p e rsp e c tiv e s  on development and 

underdevelopm ent ( in te rn a l  colonialism m odels, spatia l d ia lec tics)  and 

p roduc tion is t  viewpoints ( the  a rticu la tion  of modés of production) . M ore 

re c e n tly ,  attem pts have been made to link immanent tendencies  in  the 

rep roduction  of socia l re la tio n s  of p roduction in  advanced cap ita lis t  n a 

tions  with unevenness in  spatia l s t ru c tu re  at the regional (amongst 

o ther) l e v e l  ( f o r  a review  see B rad b u ry , 1985) .

Much of th is  academic l i te ra tu re  on t re n d s  in  reg ional development 

at b e s t gives v e ry  lim ited attention to global economic shifts and  at 

w o rs t  e i th e r  ig n o re s  them o r  takes  them as  given. This i s  p a r t ic u la r ly  

so fo r  those models and s tud ies which concen tra te  a ttention on the in 

te rn a l  economic dynamics of single reg ions considered  as  iso la ted  and 

s ep a ra te  e n t i t ie s .  But i t  i s  a lso  c le a r ly  evident in  models which focus 

upon in te r - re g io n a l  economic re la tio n s  within nation s ta te s .  This i s  by 

fa r  the m ost dominant and long standing approach within regional de

velopment s tu d ies . It encom passes n e o -c la s s ic a l  models of regional 

economic grow th, d iffusion ist c o re -p e r ip h e ry  m odels, and more recen t 

rad ica l p e rsp e c t iv e s  on the system atic production of uneven regional 

development a s  a n e c e s s a ry  p re-co n d itio n  fo r continued and enhanced 

cap ita l accum ulation, fo r  c r i s i s  avoidance, and fo r  the reproduction  of 

the cap ita l is t  mode of production .

In the system s of reg ions approaches the main concern  i s  with r e 

la tions (benefic ia l o r  exploitative) between reg ions within a nation s ta te .  

This i s  usually  conceptualised  a s  some va rian t of ал evolving capital 

s tru c tu re  of dominant and dependent reg io n s . C o re  reg ions of o v e r -a c -
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cumulation tend to be re g a rd ed  a s  being n e c e s s a r i ly  and causa lly  i n t e r 

re la ted  (v ia  flows of la b o u r ,  cap ita l and commodities) with p e r ip h e ra l  

reg ions of tru nca ted  o r  blocked developm ent. G ains fo r  the co re  reg ions 

not only r e p re s e n t  lo s s e s  fo r  the p e r ip h e ra l  re g io n s ,  but a lso  co n s ti

tute an ind ispensab le  condition fo r  continued capita l accumulation ( e c o 

nomic growth) in  econom ically p riv ileged  re g io n s .  Often th e re  i s  a p r e 

sumption of a zero-sum  spatia l re d is tr ib u tio n  within the national t e r r i to r y  

so tha t economic t r a n s f e r s  from underdeveloping p e r ip h e ra l  reg ions ( f o r  

exam ple, th rough  p o la r isa t io n  fo rc e s  o r  th rough  the geograph ic  t r a n s f e r  

of value via unequal exchange) a re  assum ed to go to ,  and rem ain within, 

the developing co re  reg io n s . Y et, fo r exam ple, between 1982/3 and 

1985/в the rep a tr ia t io n  of p ro f i ts  and div idends out of A u s tra l ia  in 

c re a se d  from $ 2405 m illion to $5601  m illion . At the global le v e l ,  net 

t r a n s f e r s  from the developing co u n tr ie s  in  1986 amounted to $> 29 b illion .

йѵеп today i t  i s  s till  p o ss ib le  to find exam ples of ana lyses  of the 

r e s t ru c tu r in g  of reg ions and in te r - re g io n a l  economic re la t io n s  which 

a re  confined to the national le v e l .  R efe ren ces  to changes taking p lace  

in  the world cap ita lis t  economy a re  notably ab sen t, fo r  exam ple, in  a 

study of the regional transfo rm ation  of the A m erican economy (C h in itz , 

1986) and, m ore su rp r is in g ly ,  in  a textbook on the s t ru c tu re  of r e 

gional economic system s and the dynamic p r o c e s s e s  of adjustm ent and 

re s tru c tu r in g  (C la rk ,  G e r t le r  and Whiteman, 1986) . Even where the 

need to examine contem porary  uneven reg ional development in  the con

text of g lobal sh ifts i s  reco g n ised , such a focus i s  not always adopted. 

Thus L ip ie tz  ( l9 8 0 ,  17) n o tes  tha t his a n a ly s is  of re g io n a l  u n d e rd e 

velopment in  F rance  should b e  p laced  in  the context of the in te rna tiona l 

diy ision of labour and the world c r i s i s ,  but then goes on to w rite  that 

th is  r a i s e s  much b ro a d e r  questions and so u s e s  th is  as  a ju s tif ica tion  

to end h is  d iscuss ion  at that po in t. S im ila rly , P e e t  (1983 , 127) r e s t r ic ts  

h is  an a ly s is  to locational a sp e c ts  of in te r - re g io n a l  and in te rna tiona l 

sh ifts  of United S ta te s  m anufacturing  since " . . .  the ex ac t sy n th es is  of 

in te rn a tio n a l competition and national economic development in  a 

th e o re t ic a l  fram ework of the grow th of the w orld  ca p ita l is t  system h as  ye t to 

be m ad e" .
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It is  not so much tha t in te r - re g io n a l  approaches a re  in  some ways 

flaw ed. R a th e r ,  what is  m ere ly  being suggested  h e re  i s  tha t much of 

th is  l i te r a tu re  has failed to in c o rp o ra te ,  as a  cen tra l  e lem ent, changes 

in  the global economy - changes which a re  not only ex e r tin g  a dif

fe ren tia l  influence upon the economic fo r tu n es  of reg ions within advanced 

cap ita l is t  na tions , but a lso , and more im portan tly , upon the ab ility  of 

the nation sta te  to effec tively  pu rsue  and co -o rd ina te  dom estic economic 

(and  reg ional) policy . And so i t  i s ,  a lthough sometimes to a l e s s e r  

d e g re e ,  with more recen t approaches which have sought to go back to 

the ana lys is  of underlying dynamic fo rc e s ,  invoked by c la s s ic a l  political 

econom ists in  the 19th cen tu ry , which a re  inh eren t within p ro c e s s e s  of 

cap ita l accumulation (p ro fit)  within nation  s ta te s  u nder ca p ita l is t  social 

re la tio n s  of production  ( th e  f ree  m ark e t economy) .

F o r  the New (old?) Right l a i s s e z - f a i r e  econom ists a tten tion  is  

d irec ted  tow ards competitive f re e -m a rk e t  tendenc ies  which a re  expected 

to get fac to r  p r ic e s  to r e f le c t  th e i r  re la t iv e  sc a rc i ty  and so bring  

about m ore eff ic ien t, and su s ta in ab le , reg ional economic grow th on the 

b as is  of the p r in c ip le s  of com parative advantage. U ntroubled by the 

fact tha t re a li ty  fa ils  to conform to th e ir  defunct models and underlying 

assum ptions, the prom otion of s tab ility , balance and economic ad ju s t

ment i s  to be effected by nation s ta te s  re so lu te ly  pursu ing  domestic 

reform s which reduce damaging r ig id i t ie s  in  labour m ark e ts  and which 

halt the e ro s io n  of incen tives  fo r  wealth  c rea tio n  by reducing  

p ro g re s s iv e  tax  s t r u c tu r e s ,  financial regu la tion , p ro tec tion ism  and 

burgeoning public expend itu re . Even i f  one i s  p re p a re d  to be lieve  that 

m arket fa i lu re s ,  d is to r t io n s  and im perfec tions can be elim inated and 

that in c re a s e s  in  economic output can be susta ined  by p rudent domestic 

policy , the point to be rem em bered is  tha t all of th is  assum es a degree 

of national control ov e r  economic policy  which has long since been 

undermined by changes in  global cap ita lism . Nation s ta te s  a re  not 

autonomous a c to rs  which a re  ab le , if  not always w illing, to s tab ilise  

th e ir  own econom ies, and n e i th e r  can dom estic  policy be seen  as  

param ount in  the determ ination  of national economic pe rfo rm an ce . Even
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u n d er  the unusually  favourable conditions of tlić long boom, the promotion 

of regional development as  a m eans of achieving a more to le rab le  and 

m ora lly  acceptable  cap ita l is t  o rd e r  was only e v e r  a d is tan t po ss ib ili ty .

In an age of in te rd ep en d en t global economic re c e s s io n  it  i s  something 

which i s  even m ore rem ote. The ta sk  i s  in fin ite ly  more complex than 

the assem blage of a set of conditions which, i f  p ro p e r ly  e s tab lish ed , 

will lead  to the onset of susta ined  economic grow th .

S im ila rly , in  some rad ica l an a ly se s  of la te  the understand ing  of 

reg iona l s tru c tu ra l change and c r i s i s  i s  to be found, th is  time from 

M a rx , through a considera tion  of the in n e r  law s of motion, rhythms of 

accum ulation, immanent tendencies  and con trad ic tio n s  which a re  m an ifest, 

and unfold, within the reproduction  of c a p i ta l is t  social re la tio n s  of 

p roduction  ( s e e ,  fo r  example, Shakow and G raham , 1983; P e e t ,  1984; 

S heppard  and B a rn e s ,  1986) . Thus some w r i te r s  have espoused  the 

tendency within capita lism  tow ards spatia l agglom eration. This assum es 

a contem porary  re la tionsh ip  between tendenc ies  lead ing  to the s tru c tu ra l  

concen tra tion  and cen tra l isa t io n  of capita l and i t s  spatia l concen tra tion  

in  co re  reg ions of advanced ca p ita l is t  n a t io n s .  Smith ( 198Д, 122) , fo r  

exam ple, w rite s  that although th e re  i s  no one-to -o n e  mapping, "the social 

c en tra liza tio n  of capita l both p roduces  and r e q u ir e s  a c e r ta in  spatial 

c en tra l iza t io n  of c a p i ta l" .

A lte rna tive ly , o th e rs  have taken r e c o u rs e  to immanent co n trad ic 

tions within capitalism  to account fo r  changes at production  s i te s  in 

advanced cap ita lis t  nations in the conditions fo r  capital accumulation 

and the production of su rp lus  value - changes which a re  sa id  to be 

re sp o n sib le  for capita l flight from old in d u s tr ia l  reg ions ( o r  i ts  d é 

va lo risa tion ) and i t s  re loca tion  e i th e r  offshore o r  in  p e r ip h e ra l  reg ions 

within the same nation (geograph ica l s e e -s a w s  o r  the ’ spatia l f ix ’ of 

the snowbelt to sunbelt t r a n s fe r s  in  the U nited S ta te s ,  fo r  example) . 

Thus P e e t  (1983) commences h is  an a ly s is  of the re lo ca tio n  of manu

fac tu r in g  in  the United S ta te s  since I960 with co n tra d ic t io n s  em erging 

in  the re la tio n s  of p roduction , w hilst S til  w e l l 's  (1982) exam ination of 

reg iona l economic perform ance in  A u s tra l ia  focuses  upon cap ita l a c 
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cumulation and the fa ilu re  of the economy to genera te  the conditions fo r 

i t s  renew al in  the p r iv a te  s e c to r .  S im ila rly , the long run  pe rsp ec tiv e  

on reg ional po licy  and c r i s i s  in  the United Kingdom by Dunford, Geddes 

and P e r r o n s  ( l 9 8 l )  t a rg e ts  problem s a sso c ia ted  with the exhaustion of 

p o ss ib i l i t ie s  fo r  continued cap ita l accumulation under a regime of in 

tensive  accum ulation ( s e e  L ip ie tz ,  1984) and the lack  of «adjustment to 

the post second World W ar norm, of in te rn a tio n a l  competition (p .  377) .

Again i t  m ust be em phasised  that i t  i s  not the in h e ren t w eaknesses  

and inadequac ies  of e i th e r  the l a i s s e z - f a i r e  o r  rad ica l approaches 

which a re  of concern  h e r e .  R a th e r  i t  i s  th e i r  undue em phasis upon the 

o p era tion  of economic ten d en c ies  within nation s ta te s  - the contem porary  

low ( o r  negative) r a te s  of growth in  employment and output, fo r  ex 

ample, being a ttr ib u ted  in  la rg e  p a r t  to in te rn a l  fac to rs  ( e i th e r  unsound 

dom estic economic policy o r  dec lines  in the ra te  of p rofit) . Where 

changes in  global cap ita lism  a re  considered  i t  i s  often as  no more than 

an outcome of these  ten d e n c ie s .  As one re s u l t ,  in  these  ap p roaches , 

and indeed  even more so in  the in te r - re g io n a l  m odels, enhanced reg io n 

al economic growth (and  sometimes development) i s  seen as being a t 

ta inable  th rough  the e x e rc is e  of public economic pow er. In c o n se rv a 

tive c i r c le s  the s ta te  h as  a ro le  to play in attempting to mould a more 

congenial environm ent and in f ra s t ru c tu re  fo r regional economic develop

m ent. As one moves to the le f t ,  the s t a t e 's  ro le  expands to in co rp o ra te  

the prom otion of in s ti tu tio n a l reform  (reg iona l devolution, fo r example)

and the d ire c t  am elio ra tion  of reg ional inequa lities  in  socio-econom ic 

w e lfa re . The focal point fo r  a m ajor reco n s tru c tio n  of M arx is t  th eo ry , 

accord ing  to So ja  (1984-, 4-8) , i s  the ro le  of the s ta te  in  the p ro d u c 

tion of space . T hus, fo r  c o n se rv a tiv es  and ra d ic a ls  a like , the nation 

s ta te  i s  assum ed to have a cen tra l  ro le  in  reg ional planning, c o -o rd in a 

tion and some re g u la tio n . It i s  expected  to d ire c t ly  in te rvene  to o v e r 

come reg ional c r i s e s  and to m aintain  favourable conditions for con

tinued and enhanced cap ita l accumulation (econom ic growth) .

All of th is  i s  an e x p re ss io n  of the unders tandab le , if  unfortunate , 

presum ption th a t s ign if ican t and sustained change can be achieved at
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and in  the level of s ta te  policy; tha t successfu l regional developm ent 

s t ra te g ie s  can be in s ti tu ted  b y ,  in  and fo r  reg ional and national 

economies them selves. T here  i s ,  then, a fa ilu re  to recogn ise  the in 

creas in g ly  severe  lim itations on the capacity  of the nation s ta te  to 

manage the regional (and  other) consequences of changes in  th e  global 

cap ita lis t  economy ( s e e ,  fo r example, G ore , 1984) . The p re sc r ip t io n s  

p roposed  fo r  achieving reg ional economic growth, le t  alone develop

ment, w ere  overly  naive even in the b e s t  of tim es. Now tha t the 

h is to r ica l ly  unprecedented  conditions of the p o s t-w a r  e r a  have d is 

solved, i t  i s  hard ly  su rp r is in g  that the p ro sp ec ts  fo r  r e s t ru c tu r in g  

reg ional economies through domestic policy ap p ear le s s  b r ig h t. It i s  

a point to which we will re tu rn  a f te r  a b r ie f  considera tion  of the 

h is to r ica l  specific ity  of reg ional development thinking.

The Inheritance of H is to rica l Specific ity

That the ana lysis  of t ren d s  in global po litica l economy has been 

off c e n tre -s ta g e  fo r  so long in  p o s t-w a r  reg ional development thinking 

i s ,  i t  i s  suggested , a re flec tion  of the fact that i t  i s  a  p roduct of i t s  

time and p lace . The rev ival of reg ional development thinking as  an 

academic endeavour can be seen  to be coincident with the fashioning 

of a new in te r-n a tio n a l  economic s tru c tu re  in  which nation s ta te s  w ere 

the leading a c to r s .  M ore spec if ica lly , such thinking was n u rtu red  

within an h is to r ic a l ly  specific  institu tional environment where o rd e r ,  

s tab ility , formal s ta te  s t ru c tu re s  and the e x e rc ise  of public economic 

pow er w ere dominant fe a tu re s .  As such, there  was encouraged  a 

belief in  the efficacy of increm ental change through a p ro c e s s  of 

evolutionary  refo rm , guided and informed by the thinking of develop

ment e x p e r ts .  A fter a ll ,  th is  was an e r a  in which i t  was possib le  to 

point to successfu l public economic in te rven tion  not only in r e c o n s tru c t

ing the w ar-dam aged European economies through the M arsha ll  Aid plan 

but a lso  in  the management of domestic economies through the application
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of K eynesian economic p r in c ip le s  in  m onetary  and fiscal po licy . In these 

c ircu m stan ces  the c r i t ic a l  im portance of the nation s ta te  as  the cen tra l  

focus in  reg ional development s tud ies  i s  understandab le .

Much of ex tan t reg ional development th inking, then, can be r e 

garded  as  an in te llec tu a l ex p re ss io n  of the high point of controlled  n a 

tionalism . It em erged and m atured  at a time when the public au thority  

of the nation  s ta te  o ver i t s  economic domain stood at i t s  apogee. Today 

i t  i s  the waning of th is  au tho rity , and the o rd e r  around which i t  was 

s t ru c tu re d ,  th a t m akes much regional development thinking ana

c h ro n is t ic .  With the decline of United S ta te s  hegemony and the i r 

r e v e r s ib le  breakdow n of the old economic a rran g em en ts , the absolute 

and re la tiv e  ascendancy  of la rg e  co rp o ra tio n s  and banks, and the con

sequent vo la ti l i ty , he terogeneity  and unpred ic tab ility  of tren d s  in  the 

global c a p ita l is t  economy, reg ional development thinking has a new se t 

of conditions to confront and to take on bo ard .

If i t  i s  accep ted  that the concerns  of regional development thinking 

a re  h is to r ic a l ly  spec ific , then i t  i s  n e c e s s a ry  to f i r s t  understand  some

thing of the conditions which contribu ted  to th e i r  ex is ten ce . The high 

point of public economic au thority  was determ ined by p a r t ic u la r  develop

m ents at a  num ber of le v e ls .  The p o s t-w a r  e r a  succeeded  an age w here 

the co n trac tion  of the in te rn a tio n a l economy had b e e n  most pronounced. 

T h is re su lted  from the compound e ffec ts  of the d ep re ss io n  and the w a r :  

the fo rm er led  to a d isp roportiona te ly  la rg e  shrinkage in  the in te rn a 

tional flows of cap ita l and commodities, while the la t te r  superim posed 

upon th is  co n trac ted  in te rna tiona l sphere  a se t  of domestic con tro ls  

and reg u la t io n s .  In addition , the experience  of w ar d ire c t ly  14ielled 

the growth of le f t  forms of po litica l nationalism , which in m m  le g i t i 

m ised an in terventionist; s tyle of post-w ar policy making in  p u rs ’iit of 

a b e tte r  life fo r  all under the ausp ices  of the w elfare  s ta te . But most 

im p o r ta n t  of all was the sense of econom ic and m onetary  stability  

brought about by the conclusion of the B re tton  Woods agreem ents . It 

was these  conditions, b u ttre sse d  by faith  in  Keynesian in te rvention ism , 

which formed im p o r tan t  p a r ts  of the favourab le  economic climate within
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which regional development theory  evolved. In consequence, a f te r  the 

p eriod  of rec o n s tru c tio n  in  the advanced cap ita l is t  n a tio n s , regional 

development and the m aintenance of full employment w ere often seen as 

a m a tte r  of t inkering  with policy  in  a s tab le , and hence p re d ic ta b le ,  

m onetary  environm ent.

This economic o rd e r  has long since been overth row n. M onetary  

s tab ility  has  been sw ept aside and rep laced  by d is o rd e r  in  in te rn a tio n a l 

economic re la t io n s .  Y et in  th is  shift the s ta te  has  not gained a g re a te r  

degree  of c o n tro l  o r  significance over national and reg ional develop

ment - the m u lti la te ra l  o rd e r  e s tab lish ed  u n d e r  United S ta te s  hegemony 

has not simply decayed  into i t s  na tiona lly -based  component p a r t s .  

R a th e r ,  alongside the lo s s  of o rd e r ,  and in  p a r t  contribu ting  both to 

i t  and to the lim itation  of the p o ss ib i l i t ie s  fo r  i t s  reco n s titu tio n , has 

been the growth of p r iv a te ,  g lobal, economic pow er in  production and 

finance. It i s  not th a t the nation sta te  no lo n g e r  has a significant in 

fluence upon p a tte rn s  and tre n d s  in  reg ional development and r e s t r u c 

tu r in g . V ery  c le a r ly  i t  s t i l l  has  a m a jo r ro le  to play in  the d e te rm ina

tion and implementation of po licy . What i s  being suggested  in s tead  is  

tha t the nation s ta te  no longer commands o r  e x e rc is e s  the degree  of 

control and pow er o v e r  i t s  economic domain tha t i t  had twenty o r  

th ir ty  y e a r s  ago - and th is  needs to be taken into account. At the 

p re se n t  tim e, in some quite c ruc ia l r e s p e c ts ,  the in te rn a l  a f fa irs  of 

advanced cap ita lis t  na tions a re  at the m ercy  of p r iv a te ,  u n regu la ted , 

fo rc e s  over which the s ta te  can e x e rc ise  l i t t le  influence (o f  co u rse  

th is  has been the case  fo r  much longer in  m ost of the ’ T hird  W orld ’ 

nations) . And i t  i s  th is  e ro s io n  of co n tro l,  and the in c re a s in g  v o la ti

li ty  which i s  in h e ren t in  c u r re n t  in te rn a tio n a l economic a rran g em en ts , 

which need to be in co rp o ra ted  as  cen tra l  elem ents in  understand ing  

both contem porary p ro c e s s e s  underly ing p a t te rn s  of uneven reg ional 

development and c o n s tra in ts  on the form ulation of reg ional policy .
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The G lobal C ap ita l is t  Economy and the National Economic Domain

The need to r e d i r e c t  thinking tow ards changes in  the world 

c a p ita l is t  economy over the la s t  q u a r te r  of a  c en tu ry  has  been r e 

cognised by some g e o g ra p h e rs .  Both T hrif t (1986) and Dicken ( 1986) 

have prov ided  accounts of sh if ts  in  in d u s tr ia l  p roduc tion  s i te s  in  the 

global economy, whilst F agan  ( l 9 8 l )  , Susman ( l 9 8 l )  , Lrapple (1983) , 

Shakow and Graham ( 1983) , Susman and Shutz ( 1983) and M o rr is  

( 1987) , amongst o th e rs ,  have sought to exam ine the im pacts of t r a n s 

national c o rp o ra t io n s ,  the in te rn a tio n a lisa tio n  of cap ita l and the New 

In te rna tiona l Division of L a b o u r  on in te r - re g io n a l  re la t io n s ,  the r e 

s t ru c tu r in g  of capital and uneven regional development in advanced 

c a p ita l is t  na tio n s . In addition , severa l ed ited  co llec tions  ( s e e  fo r  ex 

ample, T ay lo r  and T h rif t ,  1982, 1986; Hamilton, 1987) have examined 

the im pacts of m ultinationals  and the b ranch  p lan t economy upon domes

tic  econom ies. As one r e s u l t ,  A rm strong and T a y lo r 's  ( 1978) query 

on H o lla n d 's  ( 1976) a s s e r t io n  that " . . .  the ex is ten ce  of m ultinational 

co rp o ra t io n s  actually  m akes i t  more difficult to o p era te  a regional policy 

in  both developed and underdeveloped  nations" (A rm stro n g  and T ay lo r, 

1978 , 43) has now been dem onstrated  ( s e e  a lso  T h r if t ,  1985) .

In g en e ra l,  the loca tion  and re loca tion  of firm s a c ro s s  the g lobal 

economic landscape (and  th e i r  incentive to do so in  o rd e r  to remain 

competitive in  co s t te rm s) tends to be a ttr ib u ted  to a number of fac to rs .  

On the one hand, productive  cap ita l i s  said to be pushed  out of some 

advanced cap ita l is t  na tions from the la te  1960s onw ards in  response  to 

tightening lab o u r  m ark e ts  and falls in the ra te  of p ro f i t .  On the o ther  

hand, enhanced p o ss ib i l i t ie s  w ere concu rren tly  opened up for re loca tion  

in  p a r t s  of the global p e r ip h e ry .  T hese included im provem ents in  the 

e ffic iency  of global t r a n s p o r t  and communications technology which 

re n d e re d  the o rg an isa tio n  of d iffe ren t s tag es  of p roduc tion  dec reas in g ly  

dependent on geographic  d is ta n c e . M o reo v er , both in c reas in g ly  high 

s ta n d a rd s  of sc ien tif ic  management and the decom position of complex 

production  p ro c e s s e s  in to  a v a rie ty  of more e lem entary  functions p e r 
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mitted g re a te r  p o ss ib i l i t ie s  for capita l accumulation under m ore flexible 

conditions. Hence desk illed  and fragmented m ass production  and a s 

sembly jobs could be undertaken  w here the p o ss ib i l i t ie s  fo r  the p ro d u c 

tion  of su rp lus  value w ere seen to be the g re a te s t .

These tre n d s  have imposed sev e re  c o n s tra in ts  on the ab ility  of the 

nation s ta te  to control i ts  own economic destiny . T here a re  th re e  i n t e r 

re la te d  asp ec ts  to th is ,  one of which a r i s e s  from the shifts in  manu

fac tu ring  production . Thus the enhanced potential of firm s to shift p r o 

duction ( o r  to th rea ten  to) around the w orld ( s e e  Dicken, 1986, 

C h ap te rs  3 and 4) should be seen as  one component of the t r a n s f e r  of 

economic control back into p r iva te  hands. In A u s tra l ia ,  fo r  in s ta n c e , 

p riva te  se c to r  investm ent has been stagnant fo r the la s t  few y e a r s ,  

ye t A ustra lian  p r iv a te  investm ent abroad  in c re a se d  from £  1556 m illion 

in  1982/3 to £ 6 9 0 8  m illion in  1985/6. But in  addition, and the second 

a sp ec t, the e ro s io n  and em ascu la tion  of public economic pow er can be 

seen  simply as  the r e s u l t  of in c re a s in g  p roportions  national output and 

employment falling  u nder the ausp ices  of very  la rg e  p riva te  c o rp o ra 

tions (no t n e c e s s a r i ly  transna tiona l)  . This has sometimes even happened 

by design ( f o r  example, p riva tisa tion ) .

One of the dominant and defining fea tu re s  of the re s t ru c tu r in g  of 

capita l has been the growth in  the size of a lready  la rg e  f irm s. This 

has come about th rough  two p ro c e s s e s .  On the one hand, th e re  has 

been the concentra tion  of capital - the elimination of sm aller and 

w eaker firm s through competition and the diminution in  the po ss ib ili ty  

of new en tran ts  em erging because of the in c re a s in g  organic  composition 

of capital and the in c re a s in g  p o ten tia litie s  for accumulation in la rg e  

complex units of p roduction . On the o th e r  hand, th e re  has been the 

c en tra lisa tio n  of capital - a much more rapid  p ro c e s s  whereby the 

ow nership of capita l i s  reo rg an ised  into much l a r g e r  units through 

m e rg e r s ,  ta k e -o v e rs  and non-arm s length  co llabora tion . As one r e s u l t ,  

in  G rea t B r i ta in ,  fo r  example, the hundred la rg e s t  firm s in c re a se d  

th e i r  share  of net output from 20% tn  1950 to 66% in 1980 (B u rk i t t  

1984., 70) . As one o the r re s u l t ,  in  some in s tan ces  the shift tow ards
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priva te  economic pow er has been such that p riva te  c o rp o ra tio n s  a re  

p re se n tly  taking on m assive public w orks in f ra s tru c tu re  p ro je c ts  that 

a re  considered  too vast fo r  the public p u rs e .

C ontro l over the national economic domain by the nation  s ta te  i s  

not only compromised and diminished by such an in c re a s e  in  p r iv a te ,  

often o ligopo lis tic , economic pow er ( s e e  Susm an, 1981; C rough and 

W heelwright, 1982) , but a lso  by g re a te r  global in te rdependence , the 

th ird  a sp ec t.  In the post w ar e r a  the cap ita l is t  world economy has 

become in c reas in g ly  in te rdependen t, t rad e  in  most y e a r s  having grown 

a t a much fa s te r  ra te  than production in  the advanced cap ita l is t  n a 

tio n s .  One im plication of the in c re a s in g  p roportion  of GDP tha t i s  

r e p re se n te d  by im ports  to , and ex p o rts  from, advanced cap ita l is t  n a 

tions i s  tha t "the level of output and employment in  individual coun tries  

i s  now considerab ly  more dependent than i t  used  to b e  on d ec is ions 

made by consum ers , b u s in esse s  o r  governm ents in  o th e r  coun tries"  

(S te w a r t ,  1984 , 22) . These decis ions cannot be g rea tly  influenced by 

nation s ta te s ,  e sp ec ia lly  when a r is in g  p ro p o rtio n  of tha t in c re a se d  

t ra d e  i s  conducted within, and by, very  la rg e  (often  transna tiona l)  

p r iv a te  co rpo ra tions  (T h r i f t ,  1985) .

Despite the w idespread  focus upon the New In te rna tiona l Division 

of L abour (and  of capital) , i t s  s ignificance may well have been ex 

ag g era ted . D eindustria lisa tion  in  advanced c a p ita lis t  na tio n s , as 

m easu red  by absolute and re la tiv e  fa lls  in  m anufacturing employment, 

may ju s t  a s  well be a ttribu tab le  to a re -o rg a n isa t io n  of the lab o u r  

p ro c e s s  ( in c re a s in g  capital in tensity ) r a th e r  than offshore flight. 

M o reo v e r ,  more d i r e c t  foreign investm ent still  takes  p lace  between 

advanced cap ita lis t  nations than in  the ’ T h ird  W orld’ . S im ila r ly , the 

link between d e in d u s tr ia lisa tio n  in  the advanced c a p ita lis t  nations and 

the em ergence of the Newly In d u s tr ia l is in g  C oun trie s  (N lC s) i s  at 

b e s t  tenuous. G rave re se rv a tio n s  a re  held against viewpoints which, 

fo r  example, argue tha t " . . .  the in d u s tr ia liza tio n  of the NICs was a 

re sp o n se  to c r i s i s  a t the in te rna tiona l scale" (S m ith , 1986, IOO) . F o r  

me, the onset of in d u s tr ia l isa t io n  in  the m ost successfu l of the NlCs
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(those  of E as t and Southeast Asia) not only p re d a te s  ’the c r i s i s ’ but 

a lso  i s  a much more complex p ro c e s s  which needs to be explained, 

against the backdrop of the in te rna tiona lisa tion  of cap ita l,  m ore in  te rm s  

of the h is to r ic a l  specifica tions of the p ro c e s s e s  of local accum ulation, 

the in te rven tion  of the sta te  in  the p ro c e s s e s  of social rep roduction , 

and the r i s e  of an indigenous and successfu l c a p ita lis t  c la s s  ( s e e  

B row ett, 1985; 1986) .

R a th e r ,  i t  i s  suggested , what i s  of much m ore s ign ificance , and 

what tends to be m issed  in  the geographic l i te ra tu re  (T h r i f t ,  1986 is  

a recen t exception) i s  the trend  tow ards in c re a s e s  in  both p riva te  

economic pow er and in s tab ility  as a r e s u l t  of the sp ec tacu la r  growth 

in  p r iv a te ,  global, finance capital m arke ts  dealing  in  domestic c u r 

r e n c ie s .  This is  by fa r  th e  most outstanding, and poss ib ly  the le a s t  

understood , of all the changes in  global po litical economy. It not 

only has grave im plications in  te rm s of the reduced  e ffec tiveness  and 

control over key a sp ec ts  of domestic economic policy on the p a r t  of 

the nation s ta te ,  but i t  a lso  i s  la rg e ly  responsib le  fo r the shift tow ards 

d is o rd e r  in  in te rna tiona l economic a rrangem ents  - which in  tu rn  

weakens the co -ord ina tion  and decision-m aking pow ers of the nation 

s ta te .  Each will be t re a te d  sep a ra te ly  below.

One of the p rac tica l  im plications of g r e a te r  financial in te rd ep en d 

ence is  that fa lls  in  the ra te  of growth in  output and employment, both 

of which a re  like ly  to be uneven between reg io n s , cannot be tacke ld  by 

u n ila te ra l  expansionary  po lic ies  on the p a r t  of individual nation s ta te s  

(w itn ess  the United Kingdom, 1974-76; F ra n c e ,  1931-82) . This i s  so, 

S tew art ( 1984, 47-53) a rg u e s ,  because th e re  i s  a b ias in  the w orld  

economy so tha t,  asym m etrically , u n ila te ra l defla tionary  p o lic ies  a re  

like ly  to be validated  and re in fo rced  by the world financial community, 

w hereas  expansionary  ones will be d iscouraged  and invalidated  (by  

la rg e  movements of finance .capital out of the country , leading to fa lls  

in  the exchange ra te  a n d /o r  national r e s e rv e s )  . The ability  of the 

nation s ta te  to influence i ts  own key dom estic economic v a r ia b le s ,  

e sp ec ia lly  in  an expansionary  m anner (w hich is  what in te rven tion  to
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promote reg iona l development en ta ils)  has co rrespond ing ly  been 

sev e re ly  e roded  (S te w a r t ,  1984, 27) .

F o r  o u r  p u rp o se s ,  the c ru c ia l  point i s  that the m on e ta ris t  policy 

of competitive deflation  which nation  s ta te s  a re  c u rren tly  obliged to 

pu rsue  so as to coun ter infla tion  i s  ve ry  like ly  to r e s u l t  in  public ex 

penditure not being available  in sufficient volume to contribute  to the 

re s t ru c tu r in g  of reg ional econom ies. The defla tionary  b ias  d irec tly  

e ro d e s  the capacity  of individual nation s ta te s  to implement po lic ies  to 

promote economic expansion in  d e p re sse d  reg io n s . Only i f  regional 

policy in i t ia t iv e s  can be funded by cuts in  o the r se c to rs  (defence is  

an appealing, although unlikely, candidate) can th is  t ra p  be avoided.

If not, then  in c re a s in g  budget d e f ic its ,  public borrow ing a n d /o r  the 

money supply to fund the program m es will m ost like ly  r e s u l t  in  capital 

flight in  the face of expected r i s e s  in  infla tion  r a te s ,  falling exchange 

r a te s  and the need , sooner r a th e r  than l a t e r ,  to abandon expansionary  

p o lic ie s .  In th is  m anner transna tiona l finance capital i s  able " . . .  to 

determ ine the expansion and construction  of c re d it  in  a m anner tha t is  

l e s s  and le s s  susceptib le  to the po litica l control of domestic m onetary 

au th o rit ie s"  (W olfe , 1983, 15) .

The r is e  to such prom inence, in  both absolute and re la tive  te rm s , 

of the p r iv a te  in te rna tiona l finance and banking s e c to r  was not a c 

c iden ta l. It can be t ra c e d  to in te rn a l w eaknesses  and in co n sis ten c ies  

in  the B re tton  Woods a rrangem ents  which e roded  th e ir  ultimate 

foundation, tha t of m onetary  s tab ili ty . The w eaknesses  e ssen tia lly  

revolve around the d e s ire  on the p a r t  of the United S ta te s  to mould a 

m u ltila te ra l f inancial system that would complement and not h inder the 

in te rna tiona l expansion of p riva te  cap ita l.  This found forem ost ex 

p re s s io n  in i t s  re luc tance  to allow a substan tia l capital base o r  m ulti

la te r a l  c re d it  c rea tio n  facility  to the IMF - and hence opened the door 

fo r in te rn a t io n a l  b an k s  to play an in c re a se d  ro le  in  sovere ign  lending.

The in co n s is ten c ie s  w ere twofold. On the one hand, United S ta te s  

hegemony, upon which the m u ltila te ra l economic o rd e r  was cen tred , was 

underm ined by United S ta t e s '  d e s ire  to encourage economic growth in
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o th e r  advanced cap ita lis t  nations - an encouragem ent tha t was so 

s u c c è s sful that i t  contribu ted  to the em ergence of r iva l economic 

pow ers  (japan  and, to a l e s s e r  ex ten t, West Germany) and the decline 

of United S ta te s  hegemony. On the o th e r  hand, with fixed exchange 

ra te s  and the United S ta te s  do lla r  as  the re s e rv e  c u rre n c y , the United 

S ta te s  ra n  up huge ex te rn a l d e f ic its .  W hilst these  se rv ed  to promote 

world liqu id ity , they eventually  led  to the o v er-va lua tion  of, and lo s s  

of confidence in ,  the d o lla r  as  the foreign ’ overh an g ’ of d o lla rs  

dwarfed Am erican gold holdings in which the d o lla r  was supposed to be 

redeem able. In combination, these  w eaknesses  and in co n s is ten c ie s  led  

to collapse of the B re tton  Woods o rd e r ,  a co llapse tha t was not only 

d irec t ly  responsib le  fo r  enhancing the independence of p r iva te  in te rn a 

tional finance capital from the contro l and au thority  of home nation 

s ta te s ,  but a lso  for the anarchy  of the m arke t in  in te rn a tio n a l economic 

a r ra n g e m en ts .

The pow er of the in te rna tiona l banks, as  m easured  b y  th e ir  s iz e ,  

i s  tru ly  awesome. C hase  M anhattan Bank claimed in  1982 that i t  

t r a n s fe r r e d  US $ 112 billion around the world on an average  day 

(S te w a r t ,  1984, I 74) . In one y e a r  ( 1980) , when the IMF lent US £>

8 billion, net lending by p riva te  banks in te rn a tio n a lly  amounted to 

US $  I 65 billion (C am eron , 1983, I2 l)  . But undoubtedly the cen tre  

p iece of the growth of p riva te  in te rna tiona l finance capita l is  the 

E u ro cu rren cy  M ark e t. Fuelled  by the outflow of United S ta te s  d o lla rs  

during  the 1960s, the subsequent em ergence of offshore m arke ts  in  

o th e r  c u r re n c ie s ,  and the recyc ling  of OPEC p e t r o - d o l l a r s , i t  has 

expanded at an exponential r a te .  By the e a r ly  1980s the g ro s s  size of 

the E u ro cu rren cy  M arket was estim ated to be in  e x cess  of US $ 2000 

billion , a figure that i s  likely  to have grown significantly  by 1987.

It i s  not, how ever, the absolute size  of the m arke t which is  of 

prime concern  , but r a th e r  the in stab ili ty  which i t s  opera tions b rings 

into in te rna tiona l economic arrangem en t. Long ago, a t the beginning of 

I98O, Kenneth Dadzie, United Nations D irec to r-G en era l  fo r  Development 

and In ternational Economic C o -o p e ra tio n , was able to recognize that
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the in te rna tiona l economy was " . . .  d r if t ing  a im lessly  in uncharted  

w a te r s ,  without e i th e r  solid anchorage o r  an adequate motor" to deal 

with "the gales of uncer ta in ty  tha t w ere daily  gathering  velocity" 

(quoted  in  Laidlaw  and L a ish ley , 1980, l)  . Endemic d is o rd e r  and ex 

trem e volatility  have continued to be the ab id ing  ha llm arks of the move

ment from the B re tton  Woods o rd e r  to the c u r re n t  d i s a r r a y .  Unregulated 

in te rn a tio n a l p r iv a te  finance m arke ts  rem ain out of co n tro l,  e sp ec ia lly  

in  the wake of deregu la tion  of foreign exchange con tro ls  by those 

advanced cap ita l is t  nations ( su c h  as  A ustra lia ) which had prev iously  

sought to re ta in  influence o ver foreign capital flow s. This i s  not 

because  these  m ark e ts  in  any way resem ble "the free  m arket" ( in  

which no one in s t i tu t io n  can determ ine final outcomes) but r a th e r  

because  the horizon ta lly  and v e r t ic a l ly  in teg ra ted  institu tiona l s tru c tu re  

(th ro u g h  consortium  banking and syndicated  loans) has  a vasted  in 

t e r e s t  in  i t  being so.

In p a r t ,  th is  in stab ili ty  a r i s e s  from technological revolutions in  

communications so tha t very  la rg e  sums of money can be t r a n s fe r re d  

between banks around the globe almost instan taneously . CHIPS ( C le a r 

ing House In terbank Paym ents System) is  a w orld-w ide network which 

c le a r s  around US $ 300 billion foreign tran sa c tio n s  p e r  day (C am eron , 

1983, 112) . U nder these  c ircum stances  the movement of ’ho t’ money 

betw een c o u n tr ie s  o r  c u r re n c ie s  can be effected  v e ry  rap id ly  indeed.

In re sp o n se  to actual ro  expected changes in  economic in d ica to rs  ( e x 

change o r  in te r e s t  ra te s )  o r  to e s o te r ic  events which affect confidence 

in  a cu rre n c y  o r  economic policy (the  announcement of the resigna tion  

of Pau l V olker a s  C hairm an of the F ed e ra l R ese rv e  B oard , fo r  ex 

ample) money can and does move immediately, often in  a self-fu lfilling  

way. Such i s  the in stab ili ty  tha t very  often rum ours can lead  to a lo s s  

of confidence and to speculative a ttacks against c u r re n c ie s .  One con

sequence of th is  ve ry  m obility, th e re fo re ,  has been that the enhanced 

poss ib ili ty  of making substan tia l speculative gains in  c u rren cy  m arket 

t ra n sa c tio n s  encourages  e v e r  more furious e ffo rts  to do so.
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In p a r t  a lso , and of g re a te r  s ign ificance , i s  th a t the growth of 

in stab ili ty  in  th is  age of casino capitalism  ( S t r a n g e ,  1986) h a s ,  as  

both cause and e ffec t, reduced  the p o s s ib i l i t ie s  fo r  cap ita l accu m u la 

tion  from d irec t ly  productive investm ent - p o s s ib i l i t ie s  which have 

a lready  been reduced  e i th e r  b e c a u se  of r e c e s s io n  and infla tion  in  the 

past o r  defla tionary  dom estic p o lic ies  and high re a l  in te r e s t  r a te s  in  

the p re se n t .  The argument here  i s  complex, but in  e s se n c e  i t  i s  m ain

ta ined  that the growth of m onetary  anarchy  d ire c t ly  and in d ire c tly  has 

eroded  the conditions conducive to productive investm ent in  goods and 

s e rv ic e s ,  without which development of any kind o r  quantity i s  inco n 

ceivab le . It tends to d ire c t ly  undermine productive cap ita l by 

a ttra c t in g  capita l into lu c ra tiv e  specu la tive  gambits w here p ro f its  a re  

made by changes in; cu rre n c y  values which, in  extrem e c a s e s ,  can be 

made to o rd e r  b y  financial m an ag ers . It tends to in d ire c t ly  undermine 

productive investm ent by c rea tin g  conditions of u n ce r ta in ty  (even  panic) 

which re s u l t  when u n re s tr ic te d  movements of sh o rt  te rm , foo tloose, 

money p lace extrem e p r e s s u r e s  upon the ex te rna l account and domestic 

m onetary  policy - p r e s s u r e s  which national m onetary  a u th o rit ie s  a re  

fo rced  to r e a c t  to in  defence of th e i r  own c u r re n c ie s .

In th is  p an e r  speculative  a ttacks and in s ta b il i ty ,  in a n d  of them 

se lv e s ,  a re  not the cen tra l  concern . R a th e r i t  i s  the im pact which 

such d is o rd e r  has on constra in ing  decision-m aking by and within nation 

s ta te s .  To the extent that the exchange ra te  and fo re ign  exchange r e 

se rv e s  of a nation a re  extrem ely  vulnerable  and sub jec t to po ten tia lly  

damaging sh o rt  run v a r ia t io n s ,  so must a lso  be i t s  dom estic economic 

p o lic ie s .  M ore than th is ,  how ever, the re  is  a fundamental d is  junctu re  

between the ways p r iv a te  economic pow er s e rv e s  i t s  own in te r e s t s  and 

the ability of nation s ta te s  to achieve th e i r  own policy  ob jec tiv es . As 

explained at length  by S tew art ( 198-4, 4-9) ,

The aim of those charged  with the management of these  
p riva te  funds i s  the maximisation of the ra te  of r e tu rn  

earned  on them - o r ,  p e rh a p s , the minim isation of r i s k s  o r  
lo s s e s .  They have no in te r e s t ,  a s  such, in  the economic 
v a r iab le s  which a re  of concern  to governm ents - the leve l of
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unemployment, the ra te  of growth of the GDP, the in fla tion  
r a te ,  o r  the d is tr ibu tion  of income. T h e ir  concern  i s  with 
sh o r t- te rm  movements in  bond p r ic e s ,  in te r e s t  r a t e s ,  exchange 
ra te  s .

Yet in  specula ting  on these  p r ic e s  and r a te s  in  the sh o r t  run , 

the in te rn a tio n a l finance m arke ts  ad v erse ly  affect the ab ility  of nation 

s ta te s  to achieve th e ir  lo n g er  term  policy  ob jec tives . In th is  way the 

economic fate of nation s ta te s  h as ,  in p a r t ,  been forfe ited  to p riva te  

economic in te r e s t s :  national economic policy  i s  held hostage by fi

nancia l sp ecu la to rs  (R oddick, 1984, I3 l)  .

Sadly these  g lobal economic shifts a re  not a tem porary  a b e r r a 

tion and n e i th e r  a re  sh o rt  run  ’ so lu tio n s’ at hand. The p ro p o sa ls  put 

fo rw ard  to date - the t r a n s f e r  to r e s o u rc e s  from N orth to South, a 

new B re tton  Woods system , o r  in c re a se d  c o -o rd in a tio n /co -o p era t io n  

between the m ajo r cap ita lis t  nations - a re  ju s t  not on. The evidence 

is  r a th e r  for moves away from m ultila tera lism  as fa i lu re s  to  gain 

agreem ent at v a rious  economic summits continued to be rec o rd e d . 

C o n tra  Andre ( 1984) the age of d is o rd e r  cannot ye t be seen as 

tran s i t io n a l  to the re -es tab lish m en t of cap ita lis t  o rd e r  in the world 

economy. It i s  not possib le  to in d ica te , from ex post facto d e s c r ip 

tions of c u r re n t  tre n d s  in  the global economy, the likelihood of 

medium to long term  scen a rio s  with any ce rta in ty  ( in  co n tra s t  to 

e a r l i e r  times when such claims had credence  within the h a lls  of 

extant theory) . Indeed, B u m s (1987, 17) re p o r ts  that the average  

fo re c a s ts  of 49 d e a le rs  partic ip a tin g  in  an A ustra lian  F inanc ia l Review 

survey  failed to c o r re c t ly  p red ic t  any of the 15 m ajo r changes in 

d irec tio n  of the A u s tra lian  exchange ra te  between M arch  and December 

1985. In th is  sense it  i s  n e c e s s a ry  to move from the global to the 

local le v e l ,  not ju s t  to avoid the p e r i l s  of s t ru c tu ra l is t  im pera tives  of 

capital accum ulation, but a lso  to escape  from the lacunae of m oribund 

theory  and p re sc r ip t iv e  im potence.
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RECENT ECONOMIC RESTRUCTURING IN NORWAY. IT S  IMPACT 

ON REGIONAL DEVELOPMENT AND REGIONAL STRATEGIES

1. The L egacy  from the P a s t

Econom ically  Norway was mainly dependent on loca lized  na tu ra l  

r e s o u rc e s  well into the pos t-w o rld  w ar II p e r io d . A part from a g r i 

cu ltu re ,  which during  h is to r ic  times has n e v e r  been able to feed the 

people , but which until 1950 employed a q u a r te r  of the econom ically  

active population, the country by and la rg e  came to re ly  on en erg y  and 

raw m a te r ia l  based  in d u s t r ie s .  But i t  was a r a th e r  d iv e rs if ied  d e 

pendency. Thus both fish  and wood p ro c e ss in g , metal smelting and

e lec tro -ch em ica l  in d u s tr ie s  bulked la rg e .  The only deviation from the 

main p a t te rn  in  the economic s t ru c tu re  was a ve ry  im portant m erchan t 

m arine , which re la t iv e ly  e a r ly  gave some weight to s e rv ic e s  in  the 

economy. Of in te r e s t  in  our context i s  the fact tha t th is  s t ru c tu re ,  

espec ia lly  in  i t s  in it ia l  s tag es , meant some p re se rv a t io n  of a reg ional 

ba lance . T his  was p a r t ic u la r ly  the case  as long as  the energy  base 

(e le c tr ic i ty )  was re la tive ly  lo ca lized , owing to t r a n s fe r  c o s ts  and

tr a n s fe r  l o s s e s ,  raw  m a te r ia ls  mainly rem ained sem ip rocessed  and

seamen w ere  re c ru i te d  from all over the coasta l d i s t r ic t s .

The heyday of ind u s tr ia l  development ( the  1950s and I960s) meant 

a change in  the in d u s tr ia l  s tru c tu re  and regional development. Although 

the re la t iv e ly  low degree  of refin ing of na tu ra l r e s o u rc e s  l in g e red  on,
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the re  was a growing tendency tow ards a more refined and soph is t ic a ted  

production . Norway saw a spec ia liza tion  of n iches of m anufactured  goods, 

some of which became im portant on a global sc a le .  The new in d u s tr ie s  

w ere  l e s s  based  on energy  and more on innovation and technological 

sk il l ,  benefits  from u rban  and agglom eration econom ies, m ark e t o rg an i

zation and to some ex ten t economy of sc a le .  And what i s  m o re ,  a 

b ro ad e r  range of s e rv ic e s  p ro life ra ted  (T ab le  l) . E a s ie r  t r a n s fe r  of 

energy  and l e s s  im portance of p r im ary  ac tiv it ie s  added to th is  s t ru c 

tu ra l  change, which in  a small economy like o u rs  with a problem of 

sc a le ,  made fo r  an in c re a se d  concentra tion  of activ ity  and a growing 

cen tra l iza t io n  in settlem ent and population d is tr ibu tion .

By the mid-1960s the is su e  of a growing reg ional imbalance grew 

into  po litica l p roblem s which needed f re s h  in i t ia tiv es  and even in s t i tu 

tions to be coped with. M ost of the in s ti tu tions w ere in te g ra te d  into 

the Regional Development Fund which da tes  back to 196l. This o rg an i

zation has many elem ents in  common with the C a s s a  p e r  i l  M ezzogiom o 

in  Ita ly , toe g re a te s t  d iffe rences  being geograph ical, as  the RDF in 

p rinc ip le  co v e rs  the whole country , except the most c en tra l  m unicipa

l i t ie s  in Sou thern  Norway. When Norway in the next decade seemingly 

managed h e r  regional problem s b e tte r  than many com parable w es te rn  

co u n tr ie s ,  exp lic it reg ional po lic ies  and m easu re s  only played a minor 

p a r t ,  how ever, a s  we shall p re se n tly  see .

2. R es tru c tu r in g  of the 1970s and 1980s

N o rw a y 's  long term  growth of the 1950s and 1960s with an economic 

perform ance above the average  of the OECD coun tries  and which 

sim ultaneously meant a fu r th e r  spec ia liza tion  and d iv e rs if ica tio n  of the 

economy, was halted by the e a r ly  1970s. By ana lysts  at the time this 

was a ttr ibu ted  to the oil c r i s i s .  This i s  n a tu ra lly  a too sim plistic  view. 

Norway was also  beginning to feel the re p e rc u s s io n s  of global r e o r g a 

n iza tion  of in d u s try  (A hnström  1986) . C ost problem s were becoming 

s e v e re .  H ow ever, in th is  s itua tion , which might have meant s tagnation ,
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Table 1. C on tribu tion  by d ifferen t in d u s tr ie s  to the net national p roduct 

in  Norway (pe rcen tage  sh a re s )

1962 1972

Total

1985
C onti
nental
Norway

PRODUCTION
(e x tra c t iv e  and transfo rm ative  
industry )

4 1 .1 4 0 .1 4 5 .6 3 3 .4

DISTRIBUTIVE TRADES 3 2 .5 26 .2 18.9 23.1

SERVICES 2 5 .5 3 0 .5 33 .1 4 0 .6

OTHERS and not rep o rted 0 .9 3 .2 2 .4 2 .9

100.0 100.0 100.0 100.0

A g ricu ltu re  and f o re s t iy 6 .1 4 .2 2 .4 2 .9

F ish ing 1 .2 1.0 0 . 6 0 .8

Mining and oil production 0 .7 0 .6 18.5 0 .4

M anufacturing 21 .9 22.9 13.8 16.9

of which
mainly fin ished  p roduc ts 11.4. 11.8 6 .9 8 .4

se m i-p ro c e sse d  p roduc ts 6 .7 6 .7 4 .0 4 .8

heavy in d u s tr ia l  p roduc ts  
fo r  investm ent pu rposes 3 .5 4 .0 2 .7 3 .4
o th e r  m anufacturing 0 .3 0 .4 0 .2 0 .2

C o n s tru c tio n , en e rg y  supply 11 .2 11 .4 10.3 12.4

Wholesale and re ta i l  trade 2 0 .9 14.5 12.8 15.6

Shipping 6 .7 5 .9 1.1 1 .4

O ther t r a n s p o r t  and communica
tion 4 .9 5 .8 5 .0 6 .1

Hotels and r e s ta u ra n ts 1 .2 1 .5 1.9 2 .3

Finance and in su ran ce 2.1 2 .9 3 .9 4 .7

B usiness  s e rv ic e s 1 .4 2 .5 4 .1 5 .0

Education, r e s e a r c h ,  health  
and welfai’e s e rv ic e s 6 .7 9 .3 10.9 13.3
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Table 1 (continued)

1962 1972

Total

L985
C onti
nental
Norway

O th e r ,  mainly public s e rv ic e s 4 .8 5 .4 4 .7 5 .8

O th er  p r iv a te  se rv ice s 9 .3 8 .4 7 .6 9 .4

O th e rs 0 .9 3 .2 2 .4 3 .0

100.0 100.0 100.0 100.0

Net national product in  mio Nok 33 664 84 918 429 433 351 084

S o u rc e :  C e n tra l  B ureau  of S ta t is t ic s  of Norway. National ac c o u n ts .

Norway had a lready  rece ived  the mixed b less ing , a non-an tic ipated  

"g o d -se n d " -o il .  As an a lread y  developed country , Norway unlike most 

of the o il-expo rting  co u n tr ie s ,  was a lso  able to in teg ra te  the petroleum  

ac tiv i t ie s  re la t iv e ly  ea s i ly  into h e r  economy. It gave the au th o r i t ie s  

g rea t  freedom of action in  formulating and implementing economic 

po lic ies  and s tra te g ie s  at a time when most w este rn  co u n tr ie s  suffered  

a stagnation.

When looking back on the 1970s, we a re  s truck  by two main 

d riv ing  fo rces  in  the Norwegian economy:

1) the genesis  and development of the petroleum a c tiv i t ie s ,  con

verting  (once more) ou r  economy into a more ex trac tive  s t ru c tu re ,

2) growth of s e rv ic e s ,  p a r t ic u la r ly  in the public s e c to r .

To be t ru e ,  f ru i ts  from the petroleum  activ ity  w ere m ostly  to be 

reaped  in  the 1980s. However, the 1970s saw considerab le  investm ents 

in  the new in d u s try ,  in c reas in g ly  by Norwegian firm s. Some of these  

companies ve ry  e a r ly  developed soDhi stica ted  d ril l ing  r ig s  and p la tfo rm s, 

p a r t ic u la r ly  of the concre te  type. T ogether with a v igorous r e d is t r ib u 

tional policy by government, p a r t ic u la r ly  in  the field of social s e rv ic e s ,  

p a r t ly  built on borrow ing in  anticipation of petroleum rev en u es ,  th is
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new activity  "heated" the economy, bringing about cost and in fla tionary  

p r e s s u r e .  Many of the form er m anufacturing e n te rp r is e s  in  the non-pe- 

troleum t r a d e s  w ere forced  out of b u s in e ss ,  some being re lo ca ted  to 

o th e r  world reg io n s ,  in line with the new in te rna tiona l div ision  of 

lab o u r . To be t ru e ,  in te rna tiona liza tion  of in dustry  has n e v e r  been 

p u rsued  so v igorously  by Norwegian firm s as has been the case with 

Sw edish and Danish in d u s try .  However, in  the trad itiona l se rv ice  

s e c to r ,  shipping, we were beginning to see a ve ritab le  decline by the 

m id-1970s due to an unprecedented  flagging out of ships to o v e rseas  

tax  havens.

The 1900s, the heyday of petroleum  production , saw the develop

ment of a fully-fledged p o la r ized  economy, on th e  one hand by a strong  

dependence on oil and gas (only  2% of total employment, but n ea r ly  20% 

of GNP, about 40% export share) , on the o th e r  hand by a gradual con

v e rs io n  to a s e rv ic e  economy. The l a t t e r  t r a n s i t io n  i s  p re t ty  general 

in  advanced econom ies with a la rg e  pe tro l export s e c to r  ( the  danger 

of a Kuwait economy) . The se rv ice  development of the 1980s in N o r

way m ostly  took place in  the non -d is tr ibu tiona l field of the p riva te  

s e c to r ,  in c rea s in g ly  in  b u s in ess  re la te d  se rv ic e s  (T ab le  l) . It is  

justified  to talk  about a d e in d u s tr ia l iz a t io n ;  trad itiona l m anufacturing 

rem aining stagnant even in  volume until the middle of the decade . L a te r  

i t  has been growing increm en ta lly , b u t  is  s t i l l  losing m arke t sh a re s  

both at home and ab road , mostly due to cost p rob lem s. This develop

ment has to some ex ten t been offset by some re c e n t  growth in high tec .  

t r a d e s ,  notably the data  in d u s try .  N orsk Data i s ,  fo r example, a 

world renowned firm with a sp ec tacu la r  growth. The main im pression  

rem ains , how ever, of a r a th e r  onesided in d u s tr ia l  s t ru c tu re ,  

p a r t ic u la r ly  vulnerab le  to global bu s in ess  f luctuations, as  te s tif ied  by 

the e ffec ts  of the oil glu t, s ta r tin g  in late 1985. The unbalanced 

economy has come to cause much concern . T here i s  much talk about 

d ivers ify ing , but as ye t with few tangible re s u l ts .
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3. Regional Impact of Industr ia l R es truc tu r ing

3 .1 .  F o rc e s  having worked tow ards levelling

The economic transfo rm ation  has had profound e ffec ts  on reg ional 

development. It has  w orked both w ays, tow ards levelling  as  well as 

concentra tion . G enera lly  levelling  came before concentra tion . The e a r ly  

conversion  to a petroleum  activ ity  benefited many sem i-p e r ip h e ra l  r e 

gions. Thus new life was put in to  the stagnating so u th -w es te rn  p a r t  of 

the country ( n e a r  the oil fields) , gradually  transform ing  i t  into a core  

a r e a .  M ultip lier  e ffec ts  of the new investm ent needs made them selves 

felt a lso  in  o th e r  d i s t r i c t s ,  how ever, p a r t ic u la r ly  where in dustry  

could be activated  to re a d ju s t  to the new demand. It i s  p a r t ly  th is  r e 

s tru c tu r in g , that, a p a r t  from the genera lly  in d u s tr ia l  decline i s  

re flec ted  on the map ( F ig .  l) . P a ra l le l  with th is  development p o li

t ic ian s  and au th o rit ie s  w ere  enabled by income from petroleum  revenues  

o r  from borrow ing in  an tic ipation of income to p u rsue  a v igorous s e c 

to ra l  red is tr ib u tio n  as  a conscious po litica l option. In the in d u s tr ia l  

field th is  came to benefit a g r ic u ltu re ,  Norway being the only OECD 

country which by p a r liam en ta ry  decis ion  has  guaran teed  fa rm ers  an i n 

come level on a p a r  with w o rk e rs  in  m anufacturing in d u s try .  A lso some 

ailing m anufacturing e n te rp r is e s  were d ire c tly  supported  b y  the s ta te ,  

postponing much painful readjustm ent and re s t ru c tu r in g  t i l1 the 1980s. 

M ostly , though, red is tr ib u tio n  made i t s e l f  fe lt in  the social field which 

implied strong  decen tra liza tion  of social and community s e rv ic e s .  In 

com parison with these  fo rces  and po lic ies  of a se c to ra l  na tu re  the im 

p re s s io n  rem ains that the effects of explic it regional po lic ies  have been 

re la t iv e ly  slight.

Accompanied by a growing equity in red is tr ib u tio n  of regional i n 

come* the above development has had severa l im pacts :

*lndex value of mean taxable income p e r  inhabitant in  the most and the 
le a s t  well off subnational region (E a s t  Norway an d  North Norway) , thus 
changed from 123 and 58 re sp ec tiv e ly  in  1950 to 107 and 88 in  1983, both 
reg ions approaching the national average  ( 100) .
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- substan tia l growth of se rv ic e s  in  the p r iv a te  s e c to r ,  notably r e 

ta il trad e  in non-convenience goods, at low er reg ional lev e ls  and in  the 

p e r ip h e ry

- a growing concentra tion  of the population within ru ra l  d i s t r ic t s

- expansion and more standard iza tion  of local government.

C ounter u rban iza tion  ( the  tu rn -a ro u n d  trend) claimed fo r  most

w es te rn  co u n tr ie s ,  i s  a m ore c o n tro v e rs ia l  is su e  in  N orw ay. Some 

sch o la rs  found ind ications of regional consolidation of population a lready  

by the m id-1970s. B rox ( 1980) , the chief advocate of this view, mainly 

based h is  conclusions on findings from the Trom s^ a r e a  in N orth  N o r

way, how ever. In re t ro s p e c t  Sjoholt ( 1984) r a th e r  found sm alle r  sh a re s  

of the to tal population in  the p e r ip h e ry  as a whole in  1980 compared to 

1970. R ural population growth of any im portance could be t ra c e d  in non

p e r ip h e ra l  a re a s  only.

3 .2 .  Tow ards a new reg ional concentration? F o rc e s  and m anifesta tions

of the 1980

As the decade of the 1970s was draw ing tow ards  i t s  c lose  th e re  

w ere  signs of changes in the regional m anifesta tion  of economic de

velopment. The vigorous investm ents which had taken place in  the 

public sphere  during  the 1970s enta iled  unforeseen  running c o s ts .  

G radually , i r r e s p e c t iv e  of po litical colour of governm ent, th e re  was 

a slackening of the pace of public social red is tr ib u tio n , re laxa tion  of 

coun tercyclica l m easu res  in  in d u s try ,  which tu rned  out to be coun ter-  

s t ru c tu ra l ,  and le s s  enforcem ent of reg ional m e a su re s .  How th is  has 

come to effect location  of economic activity  during the 1980s i s  not 

ea s i ly  documented, p a r t ly  from lack of r e s e a rc h .  As fa r  as the most 

im portant "fo rce  m o tr ice" ,  the petroleum activity  i s  concerned , i ts  

sp in-offs  have to a l a r g e r  extent than in  the p rev ious  decade become 

located  cen tra l ly .  There  a re  many re a so n s  fo r  th is  development. To 

some extent it i s  due to r e s t ru c tu r in g .  Although sub jec t to f luctuations, 

construction  of hardw are  has genera lly  d e c re a sed  in im portance.
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Modul building co n trac ts  have also  been lo s t  by Norwegian firm s due to 

the cost fa c to r .

A genera l "maturing" of the ac tiv itie s  tow ards more sophistica ted  

inputs has taken p lace .  Engineering has in c re a se d  as  p a r t  of to ta l in 

pu ts  and so have se rv ic e s  both fo r  investm ent and operational p u rp o se s .  

Although re la t iv e ly  d iv e rse  in  s t ru c tu re  and requ irem en ts , from ca te ring  

to sophistica ted  consultancy, the growing share  of these ac tiv it ie s  a re  

dependent on p e rso n a l  contacts  and contacts  with o ther se rv ice  e n te r 

p r i s e s .  These functions, th e re fo re  have in c rea s in g ly  been loca ted  to 

l a r g e r  and d iv e rs if ied  environm ents, with Oslo as  the leading loca lity , 

the w es te rn  main tho rough-fa re  of the c ity  being nicknamed "the con

sultant r o a d " .

Also in  petroleum  u nre la ted  fie lds s e rv ic e s  have come to p lay an 

im portant p a r t  fo r  growth in employment. Com prehensive documentation 

of regional im pacts of th is  activ ity  i s  p rec luded  from lack of da ta . 

Suffice i t  to say tha t R + D and o the r knowledge producing ac tiv it ies  

in  Norway m ostly  have been a public a ffa ir .  Only a few e n te rp r i s e s ,  

the most prominent among which i s  N orsk  Hydro, have had th e ir  own 

departm ents fo r  applied r e s e a rc h .  This has means a re la tive  cen ti 'a li-  

zation in  location  of ac t iv i t ie s .  B u siness  se rv ic e s  in  a na rro w  sense 

for which we have available data  throughout the 1980s, may se rv e  as 

an in d ica to r  of the development tren d .

F igure  2 shows the regional concentra tion  of the se rv ic e s  at the 

beginning of the 1980s. Growth of th is  in d u s try ,  by fa r  the re la tiv e ly  

most v igorous during the 1980s, has a lso  mainly o ccu rred  cen tra lly  

(F ig .  3) . T hree  fourths of the growth has taken place in  the O slo , 

S tavanger and B ergen  city  reg ions . P a r t ic u la r ly  dismal has the growth 

been in  p e r ip h e ra l  reg ions both in  South and N orth  Norway (S e ls ta d

1986) . In addition to th is  trend  p riva te  d is tr ibu tion  has ceased  to be 

a growth in d u s try  in  the ru ra l  a re a s  in  genera l and in  the p e r ip h e ry  

in  p a r t ic u la r .

T here  is  no room in  the p re se n t  context to d isc u ss  in  detail the 

deeper  causes  of th is  regional economic re s tru c tu r in g .  Suffice i t  to
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say  th a t  i t  may be a re flec tion  of the requ irem ents  of the new in 

d u s t r ie s  in  th e i r  e a r ly  stage of growth and diffusion (p ro d u c t cycle) . 

H ow ever, the development may also  b e  a re flec tion  of s ca le ,  a small 

economy like o u rs  being more in  need of cen tra liz in g  these  specia lized  

ac tiv it ie s  than a l a r g e r  and more d iv e rs if ied  one. Thus in  the US r e 

la t iv e ly  soph is tica ted  s e r v ic e s  fo r  the petroleum in dustry  can e x is t  in 

se v e ra l  c i t ie s .

F ig . 3 . Growth in  employment in  b us iness  s e rv ice s  by county in  N o r
way 1979-1984 
S o u rc e ;  S e ls tad  1986.

In ternationalization  of capital and firms into Norway in  the p e t ro 

leum business  has  a lso  had a cen tra liz ing  effect. F o re ig n e rs  na tu ra lly  

only perce ive  the m ost cen tra l  a re a s  as opportune fo r localiza tion  and 

a re  not ea s i ly  pe rsu ad ed  to move e lsew h ere .  F inally  spending of in 

come from the petroleum  b u s in ess ,  w hether as  co rpo ra te  income o r  

state revenues has been channelled cen tra lly  r a th e r  than p e r ip h e ra lly .  

The new t r a n s f e r  system from state  to m unicipalities by block g ra n ts ,
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based  on crude population c r i t e r i a  may thus, as  proven  by c a s e s ,  mean 

l e s s  d ra in  of money from cen tra l  a r e a s  (Oslo) and l e s s  financing of 

sm a lle r  m unicipalities  in  N orth Norway than before  (R eppen an d  Johansen

1987) .

No wonder tha t the transfo rm ation  has had impacts on settlem ent. 

I l l e r i s  ( 198O) who found c le a r  ind ications of settlem ent decen tra liza tion  

by the la te  1970s throughout Scandinavia , taking stagnation of the 

cap ita l reg ions as ev idence, found in  the case  of Norway a c le a r  r e 

v e r s a l  of th is  t ren d  during the 1980s, a tendency also  rep lica ted  in 

Sweden ( i l l e r i s  1987) . H olt-Jensen ( 1986) vividly dem onstrated  a r e 

newed concen tra tion  of population in  Norway to a few counties, 

p a r t ic u la r ly  in the O slofjord  a r e a  (Fig,. 4) . H ansen in  a number of 

w orks ( 1982 , 1985) not only pointed to in c re a se d  in -m igra tion  to 

ce n tra l  reg ions and growing lo s s  in  the p e r ip h e ry ,  but uncovered 

sim ultaneously how levelling  out of the fe r t i l i ty  ra te  i s  beginning to 

leave  behind an in c rea s in g  number of p e r ip h e ra l  local communities 

with a negative n a tu ra l  growth, p a r t ic u la r ly  grave  fo r  the long-term  

v iability  of these  a r e a s .

Inc reasing ly  i t  has  also come to b e  acknowledged that the new 

depopulation of the p e r ip h e ry  not only i s  due to lack  of p lace of work 

to keep up households and add new ones , but re f le c ts  a new occupa

tional s t ru c tu re  within the household. Women a re  more and more 

demanding jobs of th e i r  own with h igher competence in an e v e r  more 

d iv e rs if ied  job m arke t.

4-. P o lic ie s  and S tra te g ie s  for Regional Development. N ature of 

M easu re s  and Need fo r  Readjustment

The above analysis  of recen t r e s t ru c tu r in g  pu ts  the po lic ies  anc 

s t ra te g ie s  fo r  reg ional development by government and sta ta l and p a n -  

s ta ta l  in s ti tu tions into a new p e rsp ec tiv e .  The regional d isp a r i ty  gap 

in  Norway has tended to diminish as  fa r  as single welfare in d ica to rs
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a re  concerned , as  a lso  showed above. What has  rem ained a re  the 

growth d iffe ren tia ls  of population and settlem ent. The goal of p r e 

serv ing  the main settlem ent p a t te rn  of the country  in tac t has  loomec 

p a r t ic u la r ly  la rg e  in Norwegian reg ional policy .

Some of the renewed cen tra l iza t io n  we a re  experienc ing  is  un 

doubtedly an ex p re ss io n  of new p re fe re n c e s  fo r  l a r g e r  u rban  e n v iro n 

m ents , a re inforcem ent of u rban  v a lu es .  The G reen  Wave of the 

1970s seems to have run  i t s  c o u rse .  G en era lly , how ever, commitment 

to promoting a reg ional growth balance i s  s till  s trong  and well 

o rgan ized  in  Norway. A re then the po litica l instrum en ts  and in s t i tu 

tions in h e rited  from the pas t  sufficient and re lev an t to th is  purpose  in 

the p re se n t  situation? Regional p o lic ie s ,  which in Norway date back to 

the 1960s as explic it coordinated  t e r r i to r i a l  m e a su re s ,  w ere  by and 

la rg e  c h a ra c te r iz e d  by the following elem ents:

- growth stimulation incentives  through capital subs ides  (cheap  

lo a n s ,  investm ent support e tc . )

- m easu re s  aimed at re d is t r ib u t io n  from above r a th e r  than prom o

tion of endogenous in it ia tiv es

- concentra tion  on ac tiv it ie s  fo r  the male b readw inner as  the m ail 

s e c to r  of the household.

It would be a d is to r tio n  of rea l i ty  to deny that some fru i ts  have accrued 

to non -cen tra l  a re a s  in  Norway by th is  s tra te g y .  Bivand ( 198Д) claimed 

an in c re a se  of 2500-3000 employees in  m anufacturing in d u s tr ie s  in four 

p e r ip h e ra l  counties as a d ire c t  r e su l t  of explic it regional s t r a te g ie s  in 

the period 1970-81. But compared to growth, p a r t ic u la r ly  in  pub lic  

s e rv ic e s ,  th is  employment in c re a se  must be considered  increm en ta l,  

indeed . This fact adds to the im press ion  that Norwegian regional po lic / 

h a s ,  in  p e rsp ec tiv e s  and m e a su re s ,  tended to lie  behind the in d u s tr ia l  

development fron t. It has  been accused of walking backw ards into the 

fu ture  (N ilsson  1979) . In te re s t  in public s e rv ic e s  as coord inated  r e 

gional m easu re s  was thus f i r s t  a roused  when th e ir  growth was on the 

w an e .
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Some ch an g es  w ere  becoming m anifest on the th re sh o ld  of the 

1980s, how ever. S t i l l  th e re  rem ained a s trong  belief in  m anufacturing 

in d u s t r ie s  as  m e a su re s  for spearheading  development into ru ra l  a r e a s .  

But new a c tiv i t ie s  like fishfarm ing w ere  beginning to make th e i r  in 

fluence fe lt ,  becoming one of the growth in d u s tr ie s  in  r u r a l  coasta l 

a r e a s  in  the 1980s. The in d u s try  has  a lso  become in c re a s in g ly  te c h 

nology and knowhow o rien ted  in i t s  expo rt p ro f i le .  In m ore and more 

fie lds in i t ia t iv e s  in c re a s in g ly  orig ina ted  at the local le v e l ,  local po li

t ic ian s  and sem i-public  regional insti tu tions  becoming s trong ly  comitted 

to development prom otion, m anifested  by in it ia t iv e s  like " idea-banks"  

and " b o o t-s t ra p  pulling" p ro je c ts .

Local l e a d e r s  who had e a r l i e r  offered  cheap and s tab le  unskilled  

lab o u r  and abundant and cheap space as th e i r  main com parative advan

ta g e s ,  became headhun ters  fo r  e n te rp re n e u r ia l  ta len t and in te re s te d  in 

developing competence and skill of w ould-be e n t re p re n e u rs .

Governm ental reg ional agencies  like the R egional Development 

Fund re la t iv e ly  soon took up the new id e a s .  A lready  fo r  the budget 

y e a r  1984. about 20% of the F u n d 's  support was given to  l e s s  tangible 

prom otion work like  R and D functions, management and m arketing  

consultancy  and geiieral read justm ent.

V ery  recen tly  a  new governmental response  to the changed s itua

tion has become ap p aren t. A s tra teg y  team in  the M in is try  of L abour 

and Local Governm ent has come fo rw ard  not only with new ideal of an 

expanded in d u s tr ia l  base  in  regional promotion w ork. The au th o rit ie s  

a re  in  f a : t  about to launch an experim ental p rogram  in  th re e  p e r ip h e ra l  

coun ties , ■vhere p r iv a te  s e rv ic e s  will be used  as  an in s trum en t of 

regional developm ent. A re a s  of p r io r i ty  a re  location  of inform ation 

technology based a c t iv i t ie s  and development of competence c e n tre s  and 

ne tw orks al lo w er regional lev e ls  for promotion of production  and d is-  

tribut: on of b u s in ess  s e rv ic e s ,  advanced know-how and in d u s tr ia l  r e 

s e a rc h .

The im portance of developing formal and inform al ne tw orks  for 

promoting th is  p ro c e s s  and the role of the c e n tre s  in ru r a l  a r e a s  as
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im portant nodes fo r  these  netw orks and ac tiv it ie s  have rece iv ed  renew ed 

atten tion . So has  a lso  the need fo r  supplementing the above in f ra s t ru c tu re  

with cu ltu ra l insti tu tions  and for c rea ting  and d issem inating  cultu ra l 

ac tiv ity  at a re la tiv e ly  low regional leve l.

This reo r ien ta t io n  in  po lic ies  and s tra te g ie s  will c e r ta in ly  not by 

i t s e l f  be a panacea  for attaining a regional balance o r  consolidation .

We still know too l i t t le  about requ irem ents  fo r  an adjustment to the new 

economic s t ru c tu re  and development in  small and limited environm ents. 

P rob lem s abound. Handicaps of e n te rp r is e s  due to n a rro w  environm ents 

with few functional linkages and o the r ne tw orks a re  coupled with low 

competence o r  competence not matching requ irem en ts . A stagnating 

population will only add to the problem . A solution to the problem of 

inadequate  competence as  well as  to the opposite problem of enabling 

m a rr ie d  couples and cohabitants to re a l ize  th e ir  joint competence a re  

among the g re a te s t  challenges in a reg ional policy of the fu tu re . Given 

the co n s tra in ts  as we now see them, these po lic ie s  and s t r a te g ie s  

p robab ly  will have to be more geographically  se lec tive  than we have 

been apt to admit h itherto  in  our quest for a regional ba lance .
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THE NATION VERSUS THE NORTH: REGIONAL D ISPARITIES 

IN ECONOMIC GROWTH AND INDUSTRIAL DYNAMICS IN MEXICO

1940-1986

Introduction

Mexico owes i t s  economic growth since the 194-Os to a la rg e  ex ten t 

to i t s  in d u s tr ia l  growth, espec ia lly  the growth of the m anufacturing  

se c to r .  I ron ica lly , the way in which the m anufacturing in d u s try  developed 

a lso  became one of the main fo rces  behind the c o u n try 's  financia l and 

economic c r i s i s  of 1982 and beyond. S u rp r is in g ly ,  nowadays i t  i s  the 

m anufacturing in d u s try  aiding the country  most in  i t s  p ro c e s s  of economic 

re c o v e ry .

Being one of the main fo rces  behind the economic pe rfo rm ance  in 

Mexico since the 194-Os, m anufacturing has shaped not only the p re s e n t  

economic s t ru c tu re  of the country , but a lso  c re a te d  to a la rg e  ex tent 

the spatia l dimensions of economic development. C o n tra ry  to what 

could be expected , how ever, one of the s e c to rs  within m anufacturing  

contribu ting  most to M e x ic o 's  recen t  economic re c o v e ry , does not seem 

to have any effect in  te rm s of changes in the spatia l economy of M exico , 

desp ite  i t s  quite d ifferen t and highly concentra ted  location  p a t te rn .

It will be explained how the recrion experiencing  enorm ous in 

d u s tr ia l  activ ity  and grow*’- in employment, i . e .  ’ The N o r th ’ of M exico ,
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does not perforai very  well in  s ta t is t ic s  on Industr ia l P ro d u c t .  In con

t r a s t ,  the re g io n s  which experience  sharp  lo s s e s  in  employment and  

p lan t c lo su re s  as  a consequence of the economic c r i s i s ,  i . e .  the ’ o ld ’ 

in d u s tr ia l  m etropolitan  a r e a s ,  maintain a high share  in  Regional In

d u s tr ia l  P ro d u c t .X

A fa ir ly  la rg e  p a r t  of the ro le  of manufacturing in  M e x ic o 's  

economic growth and decline can be a t t r ib u te d  to the influence of 

d ire c t  foreign investm ent. The influence of foreign su b s id ia r ie s  in 

m anufacturing in d u s try  on lo ca l, regional as  well a s  national economic 

pe rfo rm ance  seems to depend at l e a s t  in  p a r t  on the location  of the 

final p roduct m arket which i s  to be se rv ed .

The in c rea s in g  attention recen tly  paid to expo rt-p roduc tion , and 

the growing flexibility  in the attitude of the M exican government tow ards 

(fore ign) e x p o r t-p ro d u c e rs  may involve some dangerous r i s k s .

1. On the so u rces  of economic grow th: 1940-1982

At the beginning of this cen tu ry , Mexico could still be reg a rd ed  

as  an (ou tw ard  oriented) ag r icu ltu ra l economy. The s ta r t  of the R e

volu tion  ( 19IO) , aiming p r im ari ly  at a r e tu rn  to the community based 

’ e jidosystem ’ and, therew ith , to an end of the e r a  of the la rg e  hac ien

da , meant a huge d is to r tio n  of p roduction in  ag r ic u ltu re ,  re  suiting in 

ze ro  o r  negative growth ra te s  la s tin g  well into the 1920s.

In the th i r t i e s ,  ag r icu ltu ra l production had reco v e red , and average 

annual growth was even h igher than growth of total G ro ss  Domestic 

P roduc t (GDP). A g r ic u ltu re  continued i t s  growth in output a lso  in  the 

next decade, though i t s  level now was below the growth of to ta l GDP 

and, from then on, would n ev e r  catch  up again with i t s  fo rm er leading

This a r t ic le  has  p a r t ly  been made possib le  by the Foundation 
fo r  Spatial R esea rch  /  The N etherlands foundation for Scien tific  R e 
s e a rc h  (SRO/ZW O) , fo r which the au thor e x p re s se s  his thanks.
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p osition . In fac t,  a f te r  the 1950s, average  annual growth of A gricu ltu ra l 

P ro d u c t  declined until i t  could not even cope with the annual ra te  of 

population growth ( s e e  Table l) .

In c o n tra s t ,  in d u s try  ( i . e .  Mining, o il, manufacturing and  c o n s t ru c 

tion) s ta r te d  to grow significantly  when im port-subs titu tion  became an 

exp lic it  policy  in  194-5. E v er  s ince , until 1981, average annual growth 

r a te s  in  in d u s try ,e s p e c ia l ly  m anufacturing, have been h igher than the 

to ta l growth of G DP .

Im port-subs titu tion  has been stimulated in tensively  by the M exican 

governm ent, us ing  t r a d e - ,  investm ent- , in d u s tr ia l-  and f isca l p o lic ie s ,  

be i t  with d ifferen t accen ts  during the d iffe ren t p h ases  of im p o r t-su b 

stitu tion  ( s e e  fo r  a sho rt  overv iew ; V erko red  and H oenderdos, 1985) . 

The combined e ffec ts  of these  m easu re s  provided an optimum investm ent 

climate in  M exico fo r  both local and foreign  f irm s.

In p ra c t ic e ,  im port-substitu tion  had sev e ra l  s id e -e ffec ts  upon the

main so u rces  of the 1982 financial c r i s i s .  The effec ts  mentioned below 

a ll re la te  in  some way o r  another to the o rig in , amount and destina tion  

of investm ents in  M anufacturing:

- (D irec t)  P ub lic  investm ent during the f i r s t  ten  y e a r s  of the 

’ tak e -o ff ' pe r io d  (1939-1958) ro se  with 25% p e r  annum. These in v e s t 

m ents w ere  la rg e ly  based  on an in c re a s in g  re liance  on ex te rna l capital 

(bo rrow ing  as well as  investm ents) . One of the r e s u l ts  was an imme

diate growth of the defic it on the balance of c u r re n t  accounts, in c r e a s 

ing with 14% annually  during the take-o ff  (V i l la re a l ,  1981:69 , 80) .

- At the same time, public investm ent concen tra ted  more and m ore 

on in d u s try .  W hereas in 1939 12% of all public investm ent was d irec ted  

tow ards  th is  s e c to r ,  i t  was 34% in  1958 ( ib id ,  p . 80) . Together with 

the o vera ll  in c re a s e  in  public investm ent, th is  re f le c ts  not only the 

high p r io r i ty  of the M exican government tow ards in d u s tr ia l isa t io n , but 

a lso  the high c o s ts  involved.

- Both t re n d s  continued during the period  of ’ D esarro llo  E stab ili-  

z a d o r ’ ( ’ S tab ilised  Development’ , la s t in g  from the m id-fifties until 1970):
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the defic it on the balance of c u r re n t  account in c re a se d  with almost 20% 

annually , while public investm ent in  in d u s try  was 37% of all public i n 

vestm ent at the end of th is  pe riod  ( i b id . :  70 ,80) .

- Industr ia l investm ents by the State  concen tra ted  on oil ( l a t e r  

a lso  including petrochem icals) , e le c tr ic i ty  and, to a much l e s s e r  ex ten t, 

on the s te e l- in d u s try .  It i s  the s te e l-  and petrochem ical in d u s try  tha t 

can be most a sso c ia ted  with im port-subs titu tion  as  such.

National p r iv a te  investm ents w ere mainly concen tra ted  in  the 

s e c to rs  of n o n -d u ra b le  consumer goods, such as  food, te x t i le s ,  clothing, 

le a th e r  and p r in tin g . In th is  area , im press ive  re s u l ts  have been rea lized  

through im port-subs titu tion  until 1950 ( s e e  Boltvinik and H ernandez 

L a o s ,  1976) .

F o re ign  investm ents have m ostly  been re a l is e d  in the production  of 

durab le  consum er- and in term edia te  goods, including chem icals , m ach i

n e r ie s  ( e le c t r ic  and n o n -e lec tr ic )  and transp o rt-eq u ip m en t. The high 

concentra tion  of fo reign  su b s id ia r ie s  in  these  se c to rs  of (m anufacturing) 

in d u s try  re su lte d  in  oligopolistic  and even monopolistic in d u s tr ia l  f irm s. 

M o reo v e r ,  fo reign in d u s tr ia l  capital concen tra ted  in  those s e c to rs  where 

r a te s  of re tu rn  were much h igher than e lsew here  (Jenkins 1976) .

Fo re ign  investm ents ro se  considerab ly  during the p e r io d  of D esa- 

r ro l lo  E s tab il iz ad o r ,  e sp ec ia lly  since 1954- when, a f te r  a  new pesodeva lu 

a tion , wage lev e ls  w ere kept low re la tive  to p roductiv ity , and ind u s tr ia l  

concentra tion  as  well as the a lliance with foreign cap4 ;al was promoted 

( F i tz g e ra ls ,  1978:53; Jenkins, 197B;l69) . F o re ig n  in d u s try  contributed  

g rea tly  to the im port-substitu tion  of (du rab le )  cor.urm'.r goods but had 

at the same time a fa ir ly  la rg e  im port-com ponent. In fact, th e i r  im port-  

component was much l a r g e r  than had been the ase  for M exican in d u s t r y ,  

w hereas  the average level of p ro tec tion  for the se c to rs  in  which 

foreign in dustry  concen tra ted  was m ore than twice the level of Mexican 

in d u s try  (Jenkins , 1973; Sahagun, 1977) .

- While p ro tec tion  by ta r i f f s ,  quotas and im p o r t- l ic en ses  fo su  red 

in d u s tr ia l  production in M exico, p roduction cos ts  were a r t i f ic a l ly  high, 

p rohibiting  manufactured e x p o r ts .  As a consequence of the high impo 't -
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component in  the production of durab le  consum er- and in term ediate  

goods, the t ra d e  balance defic it  almost m ore than quadruppled in  the 

f i r s t  ha lf  of the sev en tie s . In 1974- and 1975, export revenues were 

l e s s  than half of to ta l im p o r t-c o s ts ,  and the trad e  defic it was la r g e r  

than  to tal ex p o rt-  (m ercancy) revenues  (B a la s s a ,  1983, Table 2) .

T h u s ,  im port-subs titu tion  fo s te red  d ire c t  foreign investm ent, which 

in  tu rn  fo s te red  a negative t rad e  ba lance . A lso , in d u s tr ia l  growth, 

being the main source  of economic growth until the end of the seven tie s , 

had  been paid fo r  to a la rg e  extent by a growing public and ex te rna l 

deb t.

In i t s e l f ,  economic growth f igures  during the f i r s t  decades of in 

d u s t r ia l is a t io n  have been im press ive  ( s e e  Table l) . It i s  a lso  c le a r  

th a t  in d u s try  has been the main force behind th is  economic m irac le .

Table 1. M exico: A verage annual growth r a te s  in  population, g ro ss  

dom estic p roduct and employment: 1910-1980

1910-
1921

1921-
1930

1930-
1940

1940-
1950

1950-
1960

1960-
1970

1970-
1980

Population - 0 .6 1.7 1.7 2 .8 3 .1 3 .8 3 .6

GDF 0 .7 0 .8 2 .9 6 .9 5 .6 7 .0 5 .5
ag ricu ltu re 0 .0 -1 .8 3 .3 5 .1 4 .6 3 .7 2 .4
in d u s try 2 .3 1.6 2 .9 8 .1 6 .5 8 .8 6 .7
se rv ic e s 0 .4 1 .6 2 .8 7 .0 5 .6 6.8 5 .9

G DP p e r  cap ita 1 .2 - 0 .9 1 .2 4 .0 2 .5 3 .2 1.8

ag ricu ltu re 0 .5 - 3 .4 1 .6 2 .2 1 .4 0 .0 -1 .1
in d u s try 2 .9 -0 .1 1.1 5 .2 3 .2 4 .9 3 .1
s e rv ic e s 0 .9 -0 .1 1.1 4 .1 2 .4 3 .0 1.5

Employment -0 .7 0 .6 1.3 3 .5 3 .1 1.7 4 .1
ag r icu ltu re - 0 .3 0 .4 0 .5 2.3 2 .4 - 1 .9 2 .5
in d u s try -2 .8 1.8 1 .6 3 .8 5 .0 3 .7 5 .3
se rv ic e s - 0 .3 0 .3 4 .0 6 .6 3 .6 5 .6 4 .8

1
S o u rc e :  R . E. Looney, 1982, Table 3.
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In the sev en tie s ,  in d u s try  was s till  cons ide red  the m otor of the 

M exican economy. E spec ia lly  public investment in  in d u s try  ( s te e l  and 

oil) became m ore and m ore im portant in  to tal in d u s t r i a l  in v es tm en t.

As production cos ts  ro se  considerab ly  during the E c h e v e r r ia  regime 

( 1970-1976) , p riva te  investm ent diminished, and so did d i r e c t  fo reign 

investm ent. The S tate  then became the main in v e s to r  in  in d u s try .  In 

1975, the pub lic  investm ents in in dustry  accounted fo r  m ore than 50%

of to tal investm ents in  in d u s try :  in  1977-1978 th is  figure had r is e n  up 

to 63%. At the same time, a shift of p riva te  investm ent capital took 

place  from the ’p ro d u c tiv e ’ s e c to rs  tow ards the non-productive  s e c to rs  

(com m erce, se rv ice s )  (F i tz g e ra ld ,  1978:54, 58) . The co s ts  of economic 

development thus became very  high, espec ia lly  when also  considering  

th a t since the m id -s ix tie s  the ag r icu ltu ra l s e c to r  could not cope any 

more with population growth and b as ic  food im ports  w ere  n e c e s s a ry .  

Pub lic  investm ent in c re a s e d  from 5% of total GDP in  1971 to almost 9% 

in  1975, and su rp a sse d  10% in  1979. L ikew ise , public se c to r  deficit 

grew  from 5.1% in 1971 to 8.8% in 1975 and, in 1981, public se c to r  

defic it reached  12.6% of to tal GDP (B a la s s a  1983j Table 2) . The d e 

f ic it was financed m ore and more with ex te rna l lend ing : in  1971 32% of 

the public finances w ere  provided th is  way, in 1975 50% (ib id ,  p . 215) .

To many i t  became c le a r  that in d u s tr ia l isa t io n  should be o rien ted  

much more tow ards the ex te rna l s e c to r .  The model of im p o r t-su b s t i tu 

tion finally had led  to an explic it de substitu tion  of im p o r ts ,  growing 

unemployment, an in c re a s in g  income concentration ( a t  the national scale  

as well as between and within r u ra l  and urban  a re a s )  , and an in 

c re a se d  dependency on foreign capital (B a la s s a ,  1983; V il la re a l ,  198l; 

Boltvinik and Hernandez L a o s , 1976; Looney, 1982) .

The opening of the M exican economy s ta r te d  effec tively  with the 

devaluation of the ( fo r  a long time overvaluated) peso  in  1976, th e r e 

with reducing one of the existing  e x p o r t - b a r r i e r s . Imports were 

l ib e ra l ized  in  the f i r s t  y e a r  of Lopez P o r t i l l o ' s  adm in is tra tion , p a r t ly  

in  o rd e r  to improve efficiency oLthe national in d u s try .  A lso , p lans w ere  

made to e n te r  the G enera l Agreement on T ariffs  and T rade  (Gatt) .
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The plans w ere  finally cancelled  in  May 1980, at the end of an in tensive 

public d iscu ss io n  ( in  which in d u s tr ia l is ts  s trongly  opposed the p lans as 

they  were a fra id  of fo re ign  competition with which they could not cope 

a f te r  all those y e a r s  of p ro tectionalism ) .

However, the f i r s t  exp lic it  po lic ie s  tow ards a more outward 

o rien ted  economy were form ulated, in p a r t  pointing tow ards a new in 

d u s tr ia l  s t ra te g y .  In the ve ry  f i r s t  National Industr ia l Development P lan  

(da ting  from 1979) , the im portance of ex p o r t- in d u s try  was s t r e s s e d ,  

the petrochem ical se c to r  being the focus of attention as i t  should ac t as  

a  ca ta ly s t to o ther m anufacturing a c tiv i t ie s .  U nfortunately , the high 

investm ents in  th is  se c to r  ( r e a l iz e d  by ex tensive ex te rna l borrowing) 

gave a somewhat d isappointing re su l t ,  as  the world m arke t fo r  o il- 

p roduc ts  acted  against the M exican n eeds . At the end of Lopez 

P o r t i l l o ' s  adm inistra tion , foreign debts had in c re a se d  to 82 b illion  

d o l la rs ,  and Mexico was alm ost unable to fulfill i t s  financial obligations.

2. The 1982 c r i s i s  and beyond

Miquel de la  M adrid , the f i r s t  M exican p re s id en t  having a un i

v e rs i ty  degree  in econom ics, s ta r ted  h is  p res id en cy  in 1982 with a 

severe  financial c r i s i s ,  but with id eas  that at f i r s t  sight seemed very  

healthy for the M exican economy. His National Development P lan  (1983) 

points tow ards a tw o-ta iled  industr ia l  s tra teg y :

- im port-substitu tion  will not be abandoned, but instead  will con

tinue, espec ia lly  in the production of cap ita l-goods. Within the Mexican 

in d u s try ,  i t  i s  explic itly  s ta ted , the aim is  to e s tab lish  a high level of 

ve r tica l in teg ra tion , in p a r t  in  o rd e r  to in c re a se  the level of national 

in teg ra tion  ( ’grado de in teg rac ion  n ac io n a l’ - GIN) in manufactured 

p roduc ts . F o r  th is  aim a well developed ind u s tr ia l  s tru c tu re  i s  re q u ire d ;

- on the o ther hand, in d u str ia l  export-p roduc tion  is  s t r e s s e d ,  as 

i t  can contribute positive ly  to M e x ic o 's  balance of payments problem s; 

a lso ,  export in dustry  ( a s  i t  i s  mainly foreign) can in c re a se  the level
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of technology u sed , and can e s tab lish  a t r a n s f e r  of technology. Although 

ex p o r t- in d u s tr ia l isa t io n  ex is ted  long before 1982, i t  has since become 

in c reas in g ly  c le a r  tha t i t  was the final hope fo r  M e x ic o 's  economy.

U nfortunately , the 1982 financial c r i s i s  w orsened  in  the following 

y e a r s .  Inflation had been 100 p e r  cent in  1982 and continued to b e  high 

in  the y e a r s  following. The devaluations in  1982, and the since than 

daily  devaluating p eso , sev e re ly  affected the perform ance of M exican 

in d u s try ,  as  im ports soon w ere too expensive . Thus, im ports  diminished 

in  absolute te rm s . Industr ia l P ro d u c t ( in  constant p r ic e s )  fell below 

the 1981 level and continued to do so until 1986, when i t  reco v e red  

finally  to the 1981 level (B anco  de Mexico 1987; see a lso  Table 2) . 

Even m ore affected was construc tion , i t s  G ro ss  P ro d u c t falling with 

22% between 1981 and 198 3, and by fa r  not recu p e ra ted  y e t in  1985. 

L ikew ise  affected w ere commerce and t r a n s p o r t  ( s e e  Table 2) .

The financial c r i s i s  thus eventually  became a sev e re  economic 

c r i s i s ,  resu ltin g  in an absolute d e c re a se  of rea l  GDP in 1982 and 1983, 

and reco v erin g  only very  s lo w ly . since 1984. L a rg e  in d u s tr ia l  e n te r 

p r i s e s  w ere  faced with extrem ely  high lo s s e s :  Grupo Alfa and Grupo 

M o n te rrey , both due to dept-paym ent obligations; DINA (D iese l Na- 

c ional, p a ra s ta ta l  in automobiles) as well as the six  la rg e s t  auto 

p ro d u ce rs  - all foreign - in the country , to mention ju s t  a rew . The 

p a ra s ta ta l  Fund io ra  M o n te rrey  (employing 19 Э00 p e rso n s  and having 

36 b ranch  plants) finally saw i ts  bankruptcy in  F e b ru a ry  1986 as the 

m arke t fo r  s tee l had reduced  significantly . At le a s t  five p a ra s ta ta ls  

w ere confronted with huge lo s s e s  (BANCOMEXT, 1985-1987) .

New plans w ere made to finance M e x ic o 's  future development, 

but e x te rn a l  borrow ing rem ained im portant and s till is  the main force 

of M e x ic o 's  actual development. The ro le  of the S ta te  in in d u str ia l  

a c tiv it ie s  concen tra tes  in c reas in g ly  on s tra te g ic  se c to rs  like oil and 

pe tro ch em ica ls , as an in tensive p r iv ita sa tio n  and liquidation of s ta te -  

owned companies in  o the r se c to rs  of in d u s try  i s  taking p lace from 

F e b ru a ry  1986 onw ards ( S P P ,  1986) .
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Table 2. G ro s s  Domestic P ro d u c t  by activ ity  1960-1985 (m illions of 1970 pesos)

I960 1970 1980 1981 1982 1983 1984 1985

1. G ro ss  Domestic 
P ro d u c t 237 216 444 271 841 855 908 765 903 839 856 174 887 647 912 334

2. A gricu ltu re 40 451 54 123 75 704 80 299 79 822 82 131 84 153 87 380

3. Mining ( in c l .  
oil) 7 364 11 190 27 391 31 593 34 498 33 558 34 169 33 940

4. M anufacturing 48 266 105 203 209 682 224 326 217 852 202 026 211 684 223 886

5. C onstruc tion 10 581 23 503 46 379 51 852 49 259 40 393 41 675 43 019
6. E lec tr ic ity 1 450 5 147 12 594 13 647 14 554 14 655 15 745 17 052

7. Commerce 57 552 115 163 216 174 234 491 230 032 207 034 213 217 216 855
8. T ra n sp o r t  and 

С omm uni с ati on 11 497 21 357 62 970 69 710 67 086 63 860 67 940 69 533

9. F inancial
S e rv ic e s 30 182 50 210 82 168 86 113 88 625 90 481 93 097 95 435

10. P ublic  and 
P r iv a te  S e rv ic e s 30 173 63 744 119 778 128 949 134 644 135 095 139 483 138 415

11. Banking se rv ic e s  
(imputed) -2  299 -5  396 -10 985 -12  215 -12  533 -13 059 -13 608 -13 182

S o u rc e :  SPP /IN E G I-PN U D  (1987) , S istem a de C uen tas N acionales de M exico, 1960-1985.
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Im portant m e asu re s  taken recen tly  in  o rd e r  to improve M exican 

in d u s tr ia l  perform ance a r e :

- A se t of po lic ie s  and program m es aiming the promotion of the 

production  of m anufactured  ex p o rts . This genera l policy s ta r te d  with the 

b road  outlines form ulated in  the National Development P la n , and w ere 

streng thened  in  the National Program m e fo r Industriell Development and 

E x te rna l Commerce 1984--1988 (PRONAFICE) and the In teg ra l Export 

Development Program m e (PROFIEX) . The p ro d u c tio n  of m anufactured  

e x p o r ts  should genera te  the n e c e s s a ry  amounts of foreign cu rre n c y  to 

solve M e x ic o 's  balance of payment problem s and, in c reas in g ly  im portant, 

i t  w as seen as  the only se c to r  that could genera te  substan tia l amounts 

of productive employment.

- In May 1985, a programme was launched fo r  the tem porary  

im port of inputs used  in  the production  of e x p o r t -a r t ic le s  (PITEX ) . 

In d u s tr ie s  having annual sa le s  of above 1 mln. US d o lla rs  o r  which 

e x p o rt  at le a s t  10% of th e ir  p roduction, a re  allowed to im port tem 

p o ra r i ly  inpu ts  that a re  to be used in the production of e x p o r t-p ro d u c ts . 

In d u s tr ie s  exporting  a h igher share  of th e ir  total p roduction  ( 13% o r  

m ore) , may im port on a tem porary  bas is  also m ach in e r ie s , instrum ents, 

r e s e a r c h  and contro l-equipm ent e tc .  (Acevedo G ara t  1987:443) . In 1986, 

inpu ts  under th is  programme amounted almost 2 billion US d o l la rs .

Complementary to the PITEX is  the so -ca lled  ’d raw b ack ’ : the 

repaym ent of custom duties paid on im ported goods which have been 

re -e x p o r te d  o r  used in the m anufactu ring  of e x p o r t-g o o d s . This 

’d raw b ack ’ system has been in troduced  in A pril 1985.

Both m easu re s  a re  to support the export of non-oil p ro d u c ts ,  

providing m eans to produce at more in te rna tiona lly  competetive p r ic e .

- In June 1985 new m easu re s  w ere taken to open the M exican 

economy. The n o n - ta r if f  b a r r i e r s  to im ports ( su ch  as  im port perm its  

and quotas) w ere substitu ted  with ta r i f f  b a r r i e r s ,  being the f i rs t  

m a jo r  p rep a ra t io n  tow ards en te ring  the GATT (BANAMEX 1986) . In 

November of the same y e a r ,  the formal req u es t fo r en te ring  th is  

o rg an isa tio n  was under way and Mexico en te red  the GATT in  1986
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under la rg e  p ro te s ts  of in d u s tr ia l is ts  and em ployers o rg an isa tio n s , as 

well a s  lead ing  econom ists . M exican in d u s try , i t  was a rgued , could 

not compete with fore ign  im ports , n o r  could i t  perform  well with n a 

tional p ro d u c ts  on ex p o rt m a rk e ts .

- The m e a su re s  taken to stimulate and in c re a se  efficiency in  n a 

tional in d u s try  can be grouped together in  what soon came to b e  known 

as  the ’ Industr ia l  R e c o n v e rs io n '.  F o r  some time, i t  was not v e ry  c le a r  

what th is  ’ r e c o n v e rs io n ’ was actually  about. The th ree  main goals of 

the reco n v e rs io n , a s  formulated in  the ’P rogram  a de Aliento у С re  c i - 

m ien to ’ (PAC) , a r e :

1) in troduc tion  of new technologies by m eans of additional in v e s t

m ents;

2) c losing  down of obsolete production  a c t iv i t ie s ;  and

3) in c re a s e d  production , employment and productiv ity  

(BANCOMEXT, 1986:581) .

Sum m arizing: the 1982 c r i s i s  had seve re  effec ts  on the in d u s tr ia l  

outlook of M exico, and th is  outlook is  s till  changing rap id ly  a s  a con

sequence of ongoing re s tru c tu r in g  a c t iv i t ie s .  While the national and 

p a ra s ta ta l  in d u s tr ie s  t r y  to find a new balance , given the new economic 

situa tion , ex p o rt  production  must guaran tee the n e c e s s a ry  employment 

and foreign c u rre n c y  needed in  the immediate fu tu re . As will be shown 

l a t e r ,  export in d u s tr ie s  a re  not a t all a recen t phenomenon in  M exico. 

Before  doing so , the regional economic effec ts  of in d u s tr ia lisa tio n  will 

be highlighted in  the next sec tion .

3. Industr ia l  growth v e rsu s  regional development

The p ro c e s s  of in d u s tr ia lisa tio n  in  Mexico via im port-substitu tion  

has re su lted  in  im portant changes in the in te rn a l composition öf the 

m anufacturing s e c to r .  In 194-5, two th ird s  of total employment in  

m anufacturing was within food, d r in k s , tex tile s  and le a th e r  (shoe) - in 

d u s t r ie s .  In 1975, th is figure was reduced  to 40%. In te rm s of employ

ment, im press ive  growth took p lace in  m e ta l - in d u s t r ie s , production of
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m a c h in e r ie s ,  e le c t r ic -  and e lec tro n ic  equipment and t r a n s p o r t  equipment; 

to g e th e r  they accounted fo r  a q u a r te r  of all m anufacturing employment in 

1975, compared with l e s s  than 5% in  194-5 ( s e e  Table 3) . U nfortunately, 

da ta  on in tr a - in d u s try  d iv isions a f te r  1975 a re  not available y e t ,  b u t  i t  

will be explained sh o rtly  that the recen t developments will r e s u l t  in 

high grow th ra te s  of Divisions ѴШЪ and VIlIc.

Table 3. Composition of employment in  m anufacturing: 194-5-75

M ain division 1945 I960 1975

1. Food, drink and tobacco 31 .3 24.8 23 .6

11. T ex tile s , confection, le a th e r

Till. Wood, wood p roducts  ( in c l .
- fu rn itu re )

35 .0 25.1 17.1

5 .7 5 .3 4 .5

IV. P a p e r  and -p ro d u c ts ,  p rin ting  

V. C hem icals , oil de r iv â te s ,  ru b b er

4 .2 6 .9 4 .9

and p la s t ic s 5 .8 11.5 11.1
VI. Non-metal m in era ls  (e x c l .  oil) 5 .1 8 .1 6 .0

VII. B asic  m etal in d u s tr ie s 6 .6 4 .6 4 .8

VIII. a - M etal p roducts

b - M ach inery , in c l .  e le c tr ic
3 .7 7 .3 7 .6

and e le c tro n ic  equipment 0 .8 5 .3 11.0

с - T ra n sp o r t  equipment and components 0 .3 2 .5 6 .7
IX. O th e r  in d u s tr ie s 2 .1 2 .0 2 .1

S o u r c e :  based  on I. H ernandez G u t ie r re z :  E s tad is tica s  
H is to r ic a s  In d u s tr ia le s  ( 1979) .

3 .1 .  The spatia l d is tr ibu tion  of Industr ia l P ro d u c t  v e rsu s  Industr ia l 

Activity

During the f i r s t  phase of im port-substitu tion  ( the  substitu tion  of 

consum er goods) , u rban iza tion  took place at a  rap id  pace . M assive  

m igra tion  from espec ia lly  the ru ra l  a r e a s ,  where the number of
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lan d le ss  people outgrew  regional ag r icu ltu ra l  p o te n t ia ls ,  induced a 

fa s t growth of the th re e  main c i t ie s  in  the coun try , M exico-C ity , 

M o n te rrey  and G u ad a la ja ra . Population growth in  th ese  u rban  a re a s  

fo s te red  loca l consumption m a rk e ts ,  and th is  i s  only one of the rea so n s  

why the new in d u s tr ie s  producing consum er du rab les  loca ted  in these  

m etropolitan  c i t ie s .  Thus, by 1965, 30% of all m anufacturing firm s 

w ere  lo ca ted  in  the M exico-C ity  m etropolitan  a r e a ,  accounting fo r  40% 

of to tal investm ent in  th is  s e c to r ,  45% of to tal GDP in m anufacturing 

and 46% of m anufacturing  employment (S ahagun , 1977) .

Table 4. G ro s s  Domestic P ro d u c t  in  m anufacturing in  se lec ted  re g io n s :  

1970-1980 (m lns. of c u r re n t  pesos)

R eg ion / S tate

-1--------------

1970

1 ..

1980

4-------------V------------
% d is tr ib u tio n  

1970 1980

•-------------
% growth 
1970-80

1 2 3 4 5 6

Nation 105203.0 985013.1 100.0 100.0 836.3  
( = 100)

M etropo litan  A re a 52305.8 468182 .O 4 9 .7 4 7 .5 9 5 .1

F e d e ra l  D is tr . 33880.4 290140.0 3 2 .2 29 .5 9 0 .4
M exico 18425.4 178042.0 16 .5 18.1 103.6

’ The N o r th ’ 23707.2 219116.5 22 .5 2 2 .2 9 8 .6

B o rd e r  S ta te s 20269.8 186154.1 19.3 I 8 .9 97 .9

B aja  C a lif . 2154.7 17236.9 2 .0 1.7 83 .7
Co ahu.il a 3074.5 30631.0 2 .9 3 .1 107.2
Chihuahua 1846.0 18192.0 1.8 1 .8 105.9
Nvo. Leon 10022.6 89709.5 9 .5 9 .1 95 .1
S onora 1362.0 12614.5 1.3 1 .3 9 8 .8
Tam aulipas I81O.O 17770.2 1.7 1.8 105.4

O ther N orth 3437 .4 32962.4 3 .3 3 .3 102.7
Durango 1097.4 9262.5 1.0 0 .9 8 9 .0
San L u is  P . 1032.9 13519.7 1.0 1 .4 144.6
S inaloa 1307.1 10180.2 1 .2 1.0 8 1 .2

O ther S ta te s 15891.6 154757.4 15.1 15.7 104.5
Ja lisco 7248.7 65603.0 6 .9 6 .7 9 6 .3
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Table 4 ( continued)

1 2 3 4 5 6

V e ra c ru z 5334,7 51919.0 5 .1 5 .3 104.4
P u eb la 3308 .2 37235.4 3 .1 3 . 8 122 .6

R e s t  C ountry 13298.4- 142957.2 1 2 .6 14 .5 116.6

S o u rc e :  S P P /P N U D : Sistem a de C uen tas N acionales de Mexico. 
E s tru c tu re  Economica R egional: PIB p o r  Entidad 
F e d e ra t iv a ,  1970, 1975, 1980; M exico 1985.

As can be seen  in  Table 4, concen tra tion  of G ro ss  M anufacturing 

P ro d u c t  (CMP o r :  GDP in m anufacturing) in  the M etropo litan  A rea  

in c re a s e d  to almost 50% in  1970. T ogether with the two s ta te s  in  which 

the la rg e  industriell c e n tre s  of M on te rrey  and G u ad a la ja ra  a re  located 

(Nuevo Leon and Ja lisco  respec tive ly ) , the th re e  main in d u s tr ia l  r e 

g io n s /s ta te s  accounted fo r  two th ird s  of to tal GDP in  m anufacturing. 

This high concen tra tion  of GMP only slightly  dim inished during the 

sev en tie s .

’ The N o rth ’ , com prising all six  b o rd e r  s ta te s  ( in c lu d in g  Nuevo 

Leon) and th re e  o th e r  n o r th e rn  s ta te s ,  p ro d u ces  around 22% of to tal 

G M P. The few s ta te s  in  th is  region which in c re a se d  th e i r  sh a re  in  

GMP between 1970-1980 achieved th is  only on the b a s is  of a very  lov 

1970 f ig u re .

The ’ r e s t  of the co u n try ’ i s  the only one ’ r e g io n ’ showing a 

substan tia l  in c re a se  in i t s  GMP between 1970 and 1980. Although not 

v is ib le  in  Table 4-, th is  i s  mainly the re s u l t  of the o i l - re la te d  

ac t iv i t ie s  in  some s ta te s  in  the country . Thus, ’p o o r ’ s ta te s  in  the 

South like Tabasco and C h iapas , s till  p roducing mainly food and fool 

p ro d u c ts  in 1970, experienced  the consequences of the oil-boom in the 

se v e n tie s ,  one of them being a growing sh a re  in  G ro ss  M anufacturing 

P ro d u c t .

In sh o r t ,  40 y e a r s  of in d u str ia l  ’developm ent’ in M exico have 

re su l te d  in  a spa tia lly  highly uneven d is tr ib u tio n  of In d u str ia l  P roduc:
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(th e  same can  be said  on the d is tr ibu tion  of Regional P ro d u c t ,  although 

not shown h e re )  . The main sou rce  of change in  th is  sp a tia l  p a t te rn  

seems to have been - su rp r is in g ly  enough - the o i l - in d u s try  and i ts  

re la te d  petrochem ical a c tiv it ie s .

H ow ever, G ro s s  Domestic P ro d u c t ,  G ro ss  In d u s tr ia l-  and M anu

fac tu ring  P ro d u c t  as  well as Regional P ro d u c t  a re  s t r ic t ,  economic 

m e a su re s  of production . They do, fo r  in s tan ce , not re f le c t  in c re a s e s  

in  genera l (reg io n a l)  w elfare  o r  income, n o r  in household income.

The in te rn a l  s t ru c tu re  of p roductive ac tiv ities  and, m ore im

p o r ta n t ,  the organ iza tional s tru c tu re  of these ac tiv it ie s  in  te rm s  of 

’ Who a c q u ire s ,  What, W here’ i s  not re f lec ted  in Regional P ro d u c tio n  

f ig u re s .  All these p roduction  f igu res  show us the amount of Value 

Added in  c e r ta in  s e c to r s  a n d /o r  reg ions of p roduction . In the case  

f ig u res  on G ro s s  National P ro d u c t ,  o r  National ( Regional) Income be 

availab le  to u s ,  we would have an indication of the to ta l amount of 

income paid to households in  r e tu rn  fo r  th e ir  lab o u r-su p p ly , p lus the 

p ro f i ts  re ta in ed  by firm s in the re g io n . Now, a s  we only know the 

r e g i o n a l / s e c t o r a l  Value Added, we do not know amount of to tal income 

e a rn ed  in  the reg ion . A lso , we loose contact with the reg iona l 

dynamics of in d u s tr ie s  in te rm s of the genera tion  of in d u s tr ia l  employ

ment. F o r  in s tan ce , In d u str ia l  (and  R egional-) P ro d u c t may be 

genera ted  with high capita l / la b o u r  r a t io s .  This m eans th a t ,  although 

total p roduct i s  high, th is  will not be re flec ted  in  a g en era l in c re a se  

of regional w e lfa re , a s  re la tiv e ly  few household-incom es may be in 

volved. L ikew ise , high production f ig u res  re su ltin g  in  substan tia l 

( reg io n a lly  genera ted) p ro f its  do not se rv e  the reg ion  when not r e 

invested  ( o r  consumed) in  the reg ion  i ts e l f .

In o the r w o rd s ; the amount of Regional Income is  not n e c e s s a r i ly  

re la ted  to the size  of Regional P ro d u c t .  As will be shown below, the 

case  of m anufacturing in  Mexico re f le c ts  th is  c le a r ly .
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Table 5. D istribu tion  and growth of employment and firm s in  m anufacturing in  se lec ted  re g io n s ,  1975-1985

Region/ State No. of e 
1975

mployed
1985

% d is tn
1975

ibution
1985

Yq grow th 

1975-85 No. of firm s
1975 1985

% d i s t r i
1975

DUtion
1985

%

growth
1975-

85

1 2 3 4 5 6 7 8 9 10 11

Nation 1654381 2573466 100.0 100.0 5 5 .6 І І 864З 149246 100.0 100.0 25 .8

M etropolitan.
A re a 765007 1013168 4 6 .2 3 9 .4 3 2 .4 40140 43781 3 3 .8 29 .3 9 .1

F e d e ra l  D istr. 493365 61364-8 29 .8 23 .8 24 .4 29668 30032 25.0 20 .1 1 .2
M exico 271642 399520 I 6 .4 15.5 47 .1 10472 13749 8 .8 9 .2 31 .3

’ The N o r th ’ 388088 702949 23 .5 27 .3 81 .1 19825 31378 16.7 21.0 58 .3

B o rd e r  S ta te s 321908 597432 19.5 23 .2 8 5 .6 14288 23973 12.0 16.1 67 .8

B aja  C alif . 31075 55021 1.9 2 .1 77 .1 1608 2518 1 .4 1.7 5 6 .6
C oahuila 58790 95168 3 .6 3 .7 61 .9 1940 3406 1.6 2 .3 7 5 .6
Chihuahua 43220 123949 2 .6 4 .8 186.8 2359 4113 2.0 2 .8 7 4 .4
Nvo. Leon 134258 206639 8 .1 8 .0 53 .9 4640 7373 3 .9 4 .9 58 .9
Sonora 24411 52234 1 .5 2 .0 114.0 1301 3041 1.1 2 .0 133.7
Tam aulipas 30154 64421 1.8 2 .5 113.6 2440 3522 2 .1 2 .4 4 4 .3

O ther N orth 66l80 105517 4 .0 4 .1 5 9 .4 5537 7405 4 .7 5 .0 33 .7

Durango 18377 30225 1.1 1 .2 6 4 .5 1772 1925 1.5 1 .3 8 .6
San L u is  P . 28160 50980 1.7 2 .0 81 .0 2105 2947 1 .8 2 .0 40 .0
S inaloa 19643 24312 1 .2 0 .9 23 .8 166O 2533 1 .4 1.7 5 2 .6
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Table 5 (continued)

1 2 3 4 5 6 7 8 9 10 11

O th er  State . 24.1635 402314 14.6 15 .6 66 .5 24226 30315 20 .4 20.3 25.1

Ja lisco 114321 179535 6 .9 7 .0 57 .0 9373 12042 7 .9 8 .1 28 .5
V e ra c ru z 62374 117869 3 .8 4 .6 89 .0 9085 7782 7 .7 5 .2 14.3
Pueb la 64940 104910 3 .9 4 .1 61 .5 5768 10491 4 .9 7 .0 8 1 .9

R es t C ountry 259651 455035 15.7 17.7 75 .2 34452 43772 29.0 29 .3 27 .1

S o u rc e :  X Censo In d u s tr ia l  1976- datos de 1975; S P P /D G E , M exico 1979
C en so s  Economicos 1986: R esultados P re l im in a re s  del Empadronamiento U rbano; Mexico
1986. M exico 1986.
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3 .2 .  T he  spatia l d is tr ibu tion  of in d u s tr ia l  employment

When looking at in d u s tr ia l  concentra tion  and dynamics in  te rm s of 

employment and number of f irm s, the above p re sen ted  p ic tu re  of 

(sp a tia l)  concen tra tion  changes in  an im portant way. In Table 5, the 

regional d is tr ibu tion  of m anufacturing employment and firm s i s  given 

fo r  1975 and 1985, which m eans that the consequences of the post- 

1982 c r i s i s  ( in  th is  re sp ec t)  a re  included.

Two genera l observa tions a re  re levan t h e re :

F i r s t ly ,  in  1975 the M etropolitan  A rea  provided  employment to 

4-6% of to tal m anufacturing employment in  the country . In 1985, the 

a r e a ' s  sh a re  in  employment had fallen  to le s s  than 40%. Both figures 

a re  below the a r e a ' s  sh a re  in  G ro ss  M anufacturing P ro d u c t  ('cf.

Table 4-) . A lso , the r e g io n 's  sh a re  in  the number of m anufacturing firm s 

has reduced  significantly  due to the almost s tagnant figure  of the 

F ed e ra l  D is tr ic t .  The reduction  in  the a r e a ' s  sh a re  of employment and 

firm s is  much l a r g e r  than the fall in  the a r e a ' s  share  of GMP. When 

combining the th re e  s ta t e s /a r e a s  in  w hich  the old in d u s tr ia l  cen te rs  

a re  located  (M etropo litan  A rea , Nuevo Leon and Jalisco) , th e ir  growth 

in  employment is  only slightly  above o r  below the national av e rag e .

Secondly, in  the N orth employment and the number of firm s rose 

considerab ly . In some B o rd e r  S ta te s  employment growth is  twice o r 

even tr ip le  that of the national average  (the  same being tru e  fo r  the 

number of firms) . This tendency is  not even re flec ted  in  a growth of 

the r e g io n 's  GM P. On the c o n tra ry , the r e g io n 's  sh a re  in manufacturing 

actually  diminished and is  lagging fa r  behind the r e g io n 's  share  in 

employment (c f .  T ab le  4) .

Sum m arizing: i t  is  evident tha t the spatia l concen tra tion  of In

d u s try  in term s of GMP is  not re f lec ted  in  a likew ise concentra tion  of 

in d u s tr ia l  employment, n o r  do the tendencies of change of both figures 

coincide. Employment in  m anufacturing, having at le a s t  a household-in- 

come and a d ire c t  regional income effec t, i s  growing fa s te s t  in  a 

reg ion  w here GMP is  almost stagnant o r  diminishing.
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T h ere  i s  no question about the fact that the economic c r i s i s  

du ring  1982-1984- has  sev e re ly  affected employment f ig u res  in  the 

la rg e  in d u s tr ia l  c e n t re s .  The type of in d u s tr ie s  located  in  these  a re a s  

r e ly  to a la rg e  deg ree  on the loca l-  and national consum er m ark e ts , 

on in term edia te  d e l iv e r ie s  to o the r in d u s tr ie s  a n d /o r  on im ports  N a

tional economic perform ance leading tow ards p r ice  in c re a s e s  ( in fla tion  

and devaluations) combined with a rap id ly  reducing p u rc h a s in g  pow er, 

a r e  amongst the main cau ses  of stagnating in d u s tr ia l  activ ity  in  these  

c e n tre s  .

But then , how did ’ The N o rth ’ escape  th is  situation? How have 

the high grow th f ig u re s  in  employment and number of firm s been 

re a l is e d ,  when at the same time th is  reg ion  has  been showing a reduced  

sh a re  in  GMP? In the following section  atten tion  will be given to the 

specia l c h a ra c te r i s t i c s  of in d u s tr ia l isa t io n  in  ’ The N o rth ’ .

4-, E xport p roduc tion : from n o r th e rn  re a li ty  to national policy

D uring the s ix t ie s ,  in d u s tr ia l  policy in  Mexico w as s till  d irec ted  

tow ards  im port substitu tion . High ta r i f f  b a r r i e r s ,  l icen ces  and quo tas  

s till  a ided the p ro tec tio n  of a ’n a tio n a l’ in d u s try  and th ereby  in 

d u s tr ia l  grow th. T h ere  was no need ye t n o r  any incentive to change 

th is  d ire c t io n  of in d u s tr ia l  policy .

In the N o rth e rn  B o rd e r  zone, u rb an isa tio n  took p lace  at growth 

r a te s  n e v e r  ex p erien ced  befo re , even by M exican s ta n d a rd s .  This was 

mainly due to m assive  m igra tion  induced by legal and illega l p o ss ib i

l i t ie s  to e a rn  a liv ing in  the USA. In 196Д, the so -ca lled  ’B r a c e r o ’ 

labour ag reem ent was cancelled  b y  the U S-governm ent, meaning the 

r e tu rn  of h u n d re d s  of thousands M exican lab o u r  m igran ts  in  the USA 

back to M exico, m ost of them gathering  in  the M exican b o rd e r  c i t ie s .  

These c i t ie s  w ere  a lread y  confronted with sev e re  problem s with 

re sp e c t  to housing and la b o u r .  As a consequence, in  the e a r ly  s ix ties  

some reg ional development p ro je c ts  w ere launched , PRONAF
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(PROGRAMMA NACIONAL FRONTERIZO, dating from 196l) b e in g  the 

m ost im portant among them. H ow ever, the new situa tion  in  1964-, being 

aggrevated  by a  sev e re  a g r icu ltu ra l c r i s i s  in  cotton, req u ire d  more 

than  a global face-lif ting  of b o rd e r  c i t ie s ,  as  was the main r e s u l t  of 

PRONAF.

In 1965, Mexico and the USA ag reed  upon a BORDER IN

DUSTRIALISATION PROGRAMME (B IP) . One of the main objectives 

of th is  programme was the c rea tio n  of employment in  the b o rd e r  c i t ie s .  

T his was to be accomplished by m eans of construc tion  of the n e c e s s a ry  

in f ra s t ru c tu re  fo r  in d u s tr ia l  p a rk s  in  the B o rd e r  Zone (defined  as a 

20 mile zone into M exico along the e n tire  in te rna tiona l bo rd e r)  , in  

which in d u s tr ia l  e n te rp r is e s  of a specific  kind and complying with 

s e v e ra l  p re re q u is i te s  could o p e ra te .

The (m ostly  foreign) p lan ts  settling  in  Mexico under th is 

program m e, called  ’m aq u ilad o ra s’ , w ere exempted from M exican ta x e s .  

A lso , they were allowed to e s ta b lish  with a 100% foreign ow nersh ip , 

th erew ith  escaping  the M exican ru le  tha t fo re ign  companies should be 

owned at le a s t  fo r  51% by M exican cap ita l. N e c e s sa ry  im ports  w ere 

d u ty - f re e ,  and final p roduc ts  w ere to leave the country . In th is  

s e n se ,  an enormous E xport P ro c e s s in g  Zone was c rea ted  in  the north  

of M exico. F o r  U S-com panies, ano ther m ajo r advantage w as that, 

being ve ry  n e a r  to the hom e-m arket, they could p ro fit  from the US 

im p o r t- ta r if f  item s 806.30 and 807 .00 , which s ta te  tha t re - im p o r t  of 

( p a r t s  of) p roduc ts  a re  free  of almost any duty: only the value added 

in  the forè ign  country  i s  sub ject to im port-du ties  (B e a re s s e n ,  1974;

P ro n k , 1985) .

In 1972, the f i r s t  ammendments to the BIP w ere m ade: i t  w a s  no 

lo n g e r  a b o rd e r  in d u s tr ia l isa t io n  program m e, as ’m aq u ilad o ras ’ c o u l d  -  

from then on - se ttle  anywhere in  the country  except in  Mexico C ity , 

G u ad a la ja ra  and M o n te rrey . L a te r ,  some se c to rs  within the m aquiladora 

in d u s try  w ere allowed to se ll up to 20% of th e ir  p roduction on t h e  

M exican m ark e t. Both changes re f le c t  the attitude of the M e x i c a n  

government tow ards flex ib ilization  of foreign investm ent.

http://rcin.org.pl



93

The B IP , o r  ’m aquiladora program m e’ - as  i t  w as no longer 

r e s t r i c t e d  to the b o rd e r  zone now - developed in  a sa tis fa c to ry  way. 

Within ten  y e a r s  of opera tion , the num ber of in d u s tr ia l  p lan ts  under 

th is  programme counted o ver 400, with a to ta l employment of over 

75 000 in  1974- ( S P P ,  1983) . How ever, the r i s e  in  minimum wages 

a s  well as the growing labour co s ts  (p a r t ly  as a  consequence of 

E c h e v e r r ia s  ’ S hared  Development’ policy) meant a sharp  and sudden 

reduc tion  in  employment f ig u re s  of 9% in  1974-/1975. P a r t ly  fo r  th is  

re a so n ,  b u t  a lso  due to o the r  fac to rs  ( like  sh o r t  te rm s of opera tion , 

c lo su re  during holidays e tc . )  the m aquiladoras soon came to be known 

a s  ’ ru n -aw ay  in d u s t r ie s ’ (B ustam ante , 1983; C anga, 1977) . The 1976 

p e so -d e valuation induced the establishm ent of new e n te r p r i s e s ,  and in 

1978 the number of employees and firm s was almost equal to tha t of 

1974.

E v e r  s in ce , m aquiladoras have shaped the in d u s tr ia l  outlook of 

N o rth e rn  M exico. In 1980 , 620 m aquiladoras employed 120 000 

p e r s o n s ;  only five y e a r s  l a t e r  760 firm s employed 212 000 p e rso n s .

In 1986, the number of employed su rp assed  275 000 ( S P P ,  1983; 1986; 

DE S E C , 1987) . Employment in  m aquiladora in d u s tr ie s  has  not only 

become in c reas in g ly  im portant fo r  ’ The N o rth ’ , but fo r  the en tire  

coun try . In 1975 m aquiladora employment accounted fo r  4% of to tal 

employment in  M exican m anufacturing; by 1985 th is  figure  had r is e n  

to 11% (Banam ex, 1986) .

Although the firm s under the m aquiladora programme a re  free  to 

choose th e i r  location  (nowadays including the m etropolitan  a re a s )  , 

the b o rd e r  s ta te s  a re  s till  the most fav o rite . H ow ever, regional 

sh ifts  within the b o rd e r  s ta te s  did o ccu r , and will continue to take 

place in  the n e a r  fu tu re . F o rm erly , Baja C a lifo rn ia  loomed high in  

num bers of employment, p a r t ly  due to i t s  e a r ly  s ta tus  as  a F re e  T rade 

A rea . R ecently , the s ta te  of Chihuahua has shown the fa s te s t  growth 

in  number of m aquiladoras and employment. Sonora  and Nuevo Leon 

a re  now s ta r t in g  in tensively  with the acquisition  of m aquiladoras , the
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g o verno r of the la s t  s tate aims at 200 000 employees in  h is  s tate 

befo re  the end of th is  e r a  (Uno m as Uno, Septem ber 1936) .

The employment effect in  the B o rd e r  S ta te s  has  p roved  to be of 

u tm ost im portance . As can be observed  from Table 6, i t  i s  how ever not 

the m ere  growth of employment as  such, but the employment num bers in 

re la t io n  to to tal m anufacturing employment tha t make m aquiladoras so 

im portan t fo r  th is  reg ion . In th ree  ouï of the five s ta te s  l is te d ,  employ

ment in  m aquiladoras accounts fo r  more than half of to ta l m anufacturing 

employment. The la s t  column shows the percen tage  of total employment 

growth in  m anufacturing that can be explained so lely  by the c rea tion  of 

m aquiladora  employment: the s ta te s  of B aja  C a lifo rn ia , Chihuahua and 

Tam aulipas owe 70 up to 98% of th e ir  employment growth in  m anufac

tu rin g  to these m aquiladora ind u str ie s!

Table 6. Employment in  m aquiladoras in  re la tion  to total m anufacturing 

employment in  5 se lec ted  B o rd e r  S ta te s  ( 1975 and 1985)
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1975 1985 1975 1985 1975-85

Baj* Cel 15 285 38 975 49 71 98

C oahuila 4 461 10 700 8 11 17
Chihuahua 19 775 77 592 46 62 72

Sonora 9 430 20 197 39 39 39
Tamaulipas 12 961 37 050 43 58 70

S o u rc e :  S P P ,  1986 and ca lcu la tions based on Table 5.
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The num ber of p e rso n s  employed in  p lan ts  opera ting  under the US 

ta r i f f  item s 806 .30  and 807.00 i s ,  how ever, even much l a r g e r  than the 

num ber of those employed in  m aquiladoras su g g ests . A nother pecu lia r  

type of export in d u s tr ie s  e x is ts  in  ’ The N o r th ’ , although they a re  not 

m aquiladoras  in  the sense of the M exican law . This i s  due to a 1972 

governm ent d e c re e ,  s ta ting  tha t companies producing ( p a r t s  of) auto- 

m obilites  o r  com puters fo r the M exican m arke t should compensate the 

value of th e ir  to ta l im ports with an equal value of exports  (p re fe rab ly  

with a positive  export balance) before  1979. P a r t ly  due to the economic 

c r i s i s  in  1976 , th is  dec ree  was renew ed in  1977, a t which time the 

deadline was postponed to 1982 (A ld e re te ,  1986; see a lso  Looney,

1982) .

Both these  two se c to rs  of export in d u s try  grow even fa s te r  now in 

’ The N o rth ’ than the m aquiladora in d u s try .  Industr ia l p a rk s  in ’The 

N o r th ’ a re  filling up with p lan ts  producing au toparts  and computer com

ponen ts , if  not complete m icrocom puters . As these  in d u s tr ie s  a re  no 

tru e  ’m aq u ila d o ra s ’ (acco rd in g  to the M exican law) but do operate  

under the US im p o r t- ta r if f  item s, the employment figu res  of these in 

d u s tr ie s  a re  not given in  the m aquiladora s ta t i s t ic s .  In te rm s of d e s t i 

nation of p roduction  (export)  , type of opera tion  (assem bly) and 

dependency on re la tiv e ly  cheap la b o u r  and production c o s ts ,  these 

in d u s tr ie s  a r e ,  how ever, v e ry  much like m aquiladoras (A ld e re te ,  1986). 

Both types  to g e th e r a re  called  ’in -b o n d ’ in d u s tr ie s ,  r e fe r r in g  to the 

assem bly c h a ra c te r  of th e ir  production and the use of im ported com

ponents.

In sh o r t :  what s ta r te d  o rig inally  in  the N orth of Mexico as a m ere 

reg ional development program m e, finally became the core  of M ex ico 's  

new wing of in d u s tr ia l  po licy : export production through d irec t 

foreign investm ent a s  a m eans to provide foreign cu rre n c y , to c rea te  

employment, to e s ta b lish  a technology t r a n s fe r  and to in c re a se  in t r a 

industry  lin k ag es .

Much has a lread y  been said about the ins and outs , p ro s  and cons 

of m aquiladoras ( s e e  fo r  good overview s on th is  top ic ; De Buen and
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Fernandez  1983; Dilman 1983; M artinez  del Campo, 1983) . H ow ever, 

some rem arks  have to be made with re g a rd  to ex p o rt-p ro d u c tio n  in  

genera l and m aquiladoras in  p a r t ic u la r .

1. M aquiladoras gave form to the in d u s tr ia l  panoram a in  n o r th e rn  

Mexico (w ith  the exception of M onterrey) , as  o the r in d u s tr ie s  have 

been of little  im portance . Although in it ia lly  employment was in se c u re  

and wages w ere not always paid accord ing  to lab o u r  le g is la tio n  and 

minimum wage reg u la tio n s , th is  cannot be said anym ore . In fac t,  

m aquiladoras a re  e a g e r  to keep th e ir  pe rsonne l in  theii' e n te rp r i s e ,  as  

tu rn -o v e r  ra te s  in c re a se d  alarm ingly , reach ing  15/4 monthly in  1984 

(Banamex 198Д) . Thus, in c re a s in g  fringe benefits , h ig h e r  s a la r ie s  

and solid labour c o n trac ts  a re  no lo n g er  the exception but the ru le .

2. M aquiladoras  have li t t le  o r  no re la t io n  to reg ional o r  local 

in d u s try . I n t ra - in d u s t ry  d e liv e r ie s  hard ly  take p lace , and - i f  they 

do - ( s till) occu r in  the United S ta te s  in s tead  of in M exico. Out of 

to tal inputs used  by m aquiladoras , only 1% is  of M exican o rig in  and, 

thus , 99% being imported! In 1986, im ported inputs added up to 4-.3 

billions of TJS d o lla rs  ( S P P ,  1986; Acevedo G a ra t ,  1987:4Л2) . C on

sequently , local in d u s try  is  not ye t stimulated by the ex is tence  of, and 

proximity to , the m ost im portant in d u s tr ia l  up lift in the reg ion . N either 

i s  th is  likely in  the n e a r  fu tu re , despite  the postu la ted  aim in  the N a

tional Development P lan  to in c re a se  the level of national in teg ra tio n  in 

the production  of m anufactured goods ( s e e  a lso  final d iscussion ) .

3 . M ost im portant i s  ( a s  s ta ted  by leading government offic ia ls) 

the income genera ting  effect of m aquiladoras . As m aquiladoras  a re  

tax-exem pted in M exico, the only income genera ting  effec t fo r  Mexico 

i s  re la ted  to wages and inputs of M exican o rig in . Local expend itu res  

n e c e s s a ry  fo r  running the operation ( r e n t ,  e le c tr ic i ty ,  w ater e tc . )  a re  

ten  times h igher than the to tal amount of M exican inputs! S a la r ie s  and 

wages account fo r more than half of total Value Added, and these  are  

the main so u rces  of income out of m aquiladoras  fo r  M exico ( f ig u re s  fo r 

1985; SP P  1986) . Despite these  c o n s id e ra t io n s ,  the in-bond in d u stry
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i s  actually  the second g e n e ra to r  of foreign c u rren cy  at th is  moment, 

oil being the f i r s t  ( s e e  a lso  below) .

Few w ere the people who took th is  type of in d u s tr ia l isa t io n  v e iy  

s e r io u s ly .  In fac t,  one had to feel asham ed, talking about m aquiladoras 

as  having any positive effec t fo r M exico. L ikew ise , and fo r  many y e a r s ,  

in d u s tr ia l isa t io n  in  ’ The N o r th ’ has hard ly  been observed  in  the cen tre  

of the coun try . Only a f te r  1982, 17 y e a r s  a f te r  the in itia l in troduction  

of th is  type of in d u s tr ie s ,  new sp ap ers  pay attention reg u la r ly  to пелѵ 

developments in  the in -bond  in d u s try .  N e v e r th e le ss ,  the M exican 

government soon became aw are of these  in d u s tr ie s ,  in  p a r t ic u la r  given 

i t s  growing concern  fo r  employment c rea tio n  and i t s  w orsening fo re ign  

debt s itua tion . U ltim ately, th is  i s  the main rea so n  w hy the m aquiladora 

program m e has been transfo rm ed , in  o rd e r  to se rv e  a s  a nation-w ide 

in d u s t r ia l i s a t io n -s t ra te g y .

5. Economic perform ance and fore ign  m anufacturing in d u s tr ie s

"In August 1985, aggregate  value (o f  the in-bond in d u s tr ie s  - 

WH) reached  893 m illion d o l la rs  and es tim ates  w ere th a t ,  

by the end of the y e a r ,  the to tal would be 1 .3  billion 

d o l la r s ,  13% above 198Д. ( . . . )  In 1985, the in d u stry  

occupied the second p lace ,  b eh ind  the petroleum  s e c to r ,  as  

a n e t g e n e ra to r  of fore ign  c u rren cy  fo r  the n a tion ."

(quoted  from BANAMEX, 1985:457-460) .

The in -bond  in d u s try  p rov ides  a la rg e  sh a re  of the badly needed 

foreign c u r re n c y .  H ow ever, a t le a s t  in  the case  of the m aquiladora 

in d u s try , th is  i s  la rg e ly  paid in  wages and s a la r i e s .  T h e re fo re ,  the 

situation becomes r a th e r  com plicated, a s  the second income g e n e ra to r  

of foreign c u rre n c y  does h a rd ly  o r  not contribute  to GDP in  manufac

turing  o r  to Regional P ro d u c t ,  a s  i s  shown in  sec tion  3 of th is  p a p e r .  

Thus the in -bond  in d u s tr ie s  do have a positive effec t on regional income 

by m eans of the payment of s a la r ie s ,  wages and pi ant-ope ra t i  on c o s ts ,
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but th is  i s  not re f lec ted  in  an in c re a se  in  Regional P ro d u c t .  The d if

ference  with export p roduct number one (c ru d e  oil) i s  s tr ik in g , as  th is  

i s  an activ ity  that not only g en e ra te s  wages and s a la r ie s ,  but the more 

so con tribu tes to national capital form ation. In the case of in -bond  in 

d u s t r ie s ,  only the m ere production costs  flow into the coun try ; p ro f i ts ,  

sav ings , taxes  and s ta te - re v e n u es  a re  ze ro .

One may argue tha t i t  i s  not d ifficult to d is tingu ish  betw een fore ign  

in d u s tr ie s  and national in d u s tr ie s  in  term s of the reg ional-econom ic 

e ffec ts  of the p lan ts  involved. T h e re fo re ,  in  the following, in -b o n d  in 

d u s tr ie s  will be d is tinguished  from, o th e r  fore ign  companies in  Mexican 

m anufacturing in d u s try . In a l i te r a l  sen se , both a re  T ran s  N ational 

C o rp o ra tio n s  (T N C 's )  . F o r  the sake of convenience, I will d i s 

tinguish the ’ c la s s ic a l ’ o r  ’n o rm al’ TN C , producing in  M exico fo r  the 

M exican m ark e t, from the ’in-bond T N C ',  p roducing in  M exico fo r  the 

hom e-m arket. The d iffe rences  between those two types of d i r e c t  

fo reign investment in  m anufacturing a re  of g re a t  s ignificance when d is 

cussing  th e ir  contribution to Regional o r  Industr ia l  P ro d u c t  and to 

Regional Income;

F i r s t ly ,  the T N C 's  located  in Mexico and producing fo r  the 

M exican m arket do (g en era lly )  not produce for b ranch  p lan ts  in  the 

home country , w hereas  in-bond in d u s tr ie s  located  in  Mexico produce 

almost solely fo r  p a ren t  companies located  abroad . When re s t r ic t in g  to 

US companies only: in-bond in d u s tr ie s  may ca lcu la te  a re la tiv e ly  lov  

value added in M exico, as i t  i s  taxed at the moment of im port in  the 

USA (im port t a r r i f f  item s 8 0 6 .30-807.00) . O th e r  T N C 's  a re  not at 

all aided by calculating a re la tive ly  low Value Added, as th is  will be 

re flec ted  in  the p r ic e s  of the final (consum er) p ro d u c ts  which a re  to 

be sold on the M exican m arke t. One of the consequences of th is  d if

ference  i s  that ’no rm al’ T N C 's  contribute more to in d u str ia l  GDP (o r  

to Regional P roduct) than do in-bond in d u s tr ie s  (ev en  when assuming 

tha t both in d u s tr ie s  produce exactly  the same p ro d u c t while using 

exactly  the same inputs) . The following com parisons may i l lu s t r a te  t i i s  

diffe rence :

http://rcin.org.pl



99

- ln  1975, 61% of the to tal Value Added in  m aquiladoras  con

s is ted  of s a la r ie s  and w ages, the comparable figure  for all m anufacturing 

in d u s try  in  Mexico w as only 43%.

- L ikew ise , the Value Added as  a percen tage  of the G ro ss  Value 

of P roduc tion  i s  low er fo r  m aquiladoras than i t  i s  fo r  all m anufacturing 

in d u s try .
- A lso , in  1975 the Value Added p e r  employed p e rso n  in the en tire  

m anufac tu ring  s e c to r  w as 107 000 pesos p e r  y e a r .  The comparable 

figure fo r m aquiladoras  in  the same y e a r  i s  only 59 000 pesos p e r  y e a r ,  

while th is  c o v e rs  the highly effic ien t, m odem  and U S -ru n  in d u s tr ie s !  

(ca lcu la tio n s  based  on S P P ,  1986 and S P P /D G E , 1979) .

In sum: one of the r e a s o n s  that GDP in m anufacturing in  ’ The 

N o rth ’ i s  not r is in g  as  spec tacu la r  a s  i s  suggested by in d u s tr ia l  

activ ity  in  th is  reg ion  (e x p re s s e d  in  the num bers of firm s and employ

ment) , i s  tha t the Value Added (being the lo c a l/re g io n a l  added value 

in  GDP figures)  in  the in-bond in d u s tr ie s  may be kep t re la tiv e ly  low. 

C onsequently , as the Value Added is  one of the main components of 

(R egional o r  Industr ia l)  GDP, the Regional P ro d u c t in  the N orth  and 

i ts  GDP in m anufacturing will be kep t re la tiv e ly  low.

Secondly , one may question the d iffe rences  between the two types 

of fore ign  in d u s tr ie s  in  the net-incom e effect fo r  M exico. TNC 's  

opera ting  on the M exican m arket have e ssen tia lly  d iffe ren t goals of 

production  com pared to in-bond  in d u s tr ie s :  a p a r t  from gaining and 

en larg ing  m a rk e t - s h a re s ,  they would not settle  at all if  i t  w ere not 

p ro f itab le . P ro f i ts  will finally  be re tu rned  to the p a ren t-com pany .

P ro f i ts  a re  made thanks to M exican co n su m ers  who buy the final 

p ro d u c ts .  As i s  made c le a r  by  Jenkins, T N C 's  in  Mexico concen tra te  

in h ig h -p ro f it  se c to rs  within m anufacturing and have ra te s  of re tu rn  

twice as  high as  do have local firm s. The same au thor claims that 

the contribu tion  on the balance of payments of foreign d ire c t  in v e s t 

ment during the 1940-1972 period  is  a net outflow of US $ 1.586 

million (Jenkins 1978) .
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In c o n tra s t ,  in-bond in d u s tr ie s  ( in  so f a r  a s  they do not sell p a r t  

of th e i r  production of the M exican m arket) a re  not p ro fitab le  p e r  se a t 

the level of the production unit; they produce v e ry  cheaply fo r  p a ren t 

companies in  the USA. T hus: p ro f i ts  a re  like ly  to be re a l i s e d  e lsew h ere .  

The main point how ever i s ,  that in  co n tra s t  to the ’ o th e r ’ T N C 's ,  they 

b ring  money into the coun try , in th is  c a se :  (n o rth e rn )  M exico.

Although in -bond  in d u s tr ie s  hard ly  stimulate lo ca l in d u s try  by m eans of 

in t ra - in d u s t r ia l  lin k ag es , all they do is  exchanging foreign cu rre n c y  

into local labour, re n t ,  s e rv ic e s ,  e le c tr ic i ty ,  t ra n s p o r t  and o th e r  

u t i l i t ie s .  They a re  spending money in  one c o u n try , w hilst they a re  

saving money in  ano ther country .

T hus: while in-bond in d u s tr ie s  hardly  contribu te  to Regional 

P ro d u c t  o r  Industria l P ro d u c t f ig u re s , the n e t-e ffec t of these  ac tiv it ie s  

i s  a positive  balance of exchange fo r  Mexico, e sp ec ia lly  within the 

producing reg io n s . Though o the r  TNC 's  do contribute  heavily  to 

Regional- and Industr ia l P ro d u c t f ig u res , in the end they t r a n s fe r  

M exican consum er pesos into company p ro f its  ab ro ad , th erew ith  in 

fluencing Regional Income (and National Income) figu res  in a negative 

way.

We a re  faced with an e ssen tia l  dichotomy in  types of fo re ign  in 

d u s t r ie s .  The two types can be d istinguished in  te rm s of the 

following:

- d iffe ren t m arke ts  fo r the final p roduct;

- ( th e re fo re )  d iffe ren t rea so n s  to opera te  in  M exico;

- ( th e re fo re )  en tire ly  d iffe ren t locations at the reg ional scale  

(co n su m er-m ark e t locations in  the m etropolitan  c i t ie s  o r  highly 

u rb an ised  reg ions ( i . e .  the cen tre  o r  the country) v s . loca tion  close 

to the final export-m arke t) ;

- d iffe ren t e ffec ts  on the lo ca l/reg io n a l  economy (Regional 

P ro d u c t  vs. Regional Income) ;

- d iffe ren t effec ts  on the national economy (ba lance  of payments) ;

- d if fe ren t reac tio n s  on economic perform ance (g row th  and

c r i s i s )  .
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One may speak , th e re fo re ,  of a d iss im ila r ity  in  the c au ses  and 

e ffec ts  of ( fo re ign ) investm ent in  m anufacturing in d u s try .  In the case  

of M exico, th is  d is s im ila r i ty  leads tow ards a regional d iv e rs io n  of 

economic perfo rm ance  and of economic a c t iv i t ie s .  The a c t iv it ie s  involved 

can only p a r t ly  be d iffe ren tia ted  by the type of th e ir  final p roduct, 

n e i th e r  can they be d iffe ren tia ted  e n tire ly  in  te rm s of the o rig in  of 

investm ent c ap ita l .  In fac t,  i t  i s  the loca tion  of the final p roduct 

m ark e t th a t seem s to be dec is iv e  in  the ( reg io n a l)  perform ance of 

( fo re ig n  investm ent in) in d u s try .  I will i l lu s tr a te  th is  fo r  the case  of 

the ’M ex ican ’ automobile in d u s try  (a p a r t  from DINA, all automobile 

in d u s try  i s  fo re ign -ow ned) .

The national m a rk e t  fo r  automobiles has since long been se rv ed  

(an d  i s  s t i l l  being se rved ) from the coun try : Mexico C ity , P ueb la  and 

Toluca. The lo ca tio n  of the production units i s  based on the m arke t 

p r in c ip le s  of loca tion  th eo ry  ( a s  has been the case  fo r  m ost of the 

durab le  consum er goods in d u s try  during the p e riod  of im p o r t-su b s ti tu 

tion) . In 1982 , the national m arket fo r  automobiles d ropped . This was 

due to the high lo s s e s  in  re a l  income ( a s  a consequence of uncom

pensated  high inflation) , to in c re a s in g  cos ts  of im ported  inputs (p e so -  

devaluation) and to the in troduc tion  of an exo rb itan t s a le s - ta x  on 

new c a r s .  From  then on, the automobile ind u stry  i s  being confronted 

with sev e re  lo s s e s ,  exceeding  1 .5  b illion  US d o lla rs  since 1982 

(BANCOMEXT, 1986) .

Automobile in d u s try  p lan ts  (includ ing  the production  of au toparts)  , 

how ever, f lou rished  in  the N orth , e sp ec ia lly  from 1982 onw ards. Since 

the e a r ly  sev e n tie s ,  re la t iv e ly  uncomplicated components tike w iring 

h a m a s s e s  w ere p roduced  in  m aquiladora in d u s t r ie s .  In 1984-, a U S- 

plant e s tab lish ed  in Chihuahua producing 400 000 m otorblocs annualy.

In 1985 , a F re n c h  p la n t  p roducing m otorblocks opened in  T o rreo n . 

Japanese p lan ts  producing  fo r  the home- and U S -m ark e t es tab lish ed  in 

A guascalien tes  and S o n o ra .  In 1986 a combined U S-Japanese  owned 

plant s ta r te d  producing  complete c a r s  in  Sonora . A U S -b ran ch  

automatic tra n sm iss io n  p lan t i s  planned to e s ta b lish  in  ’ The N o r th ’ .
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Of co u rse ,  these  p lan ts  all produce fo r  export m a rk e ts .  A ttrac ted  by 

low (and  s ti l l  d e c re a s in g )  production cos ts  (w a g e -c o s ts  did not keep 

up with infla tion  and the d o lla r -p eso  ra tio  ’im p ro v es’ daily) , the lo c a 

tion of these  p lan ts  in  the N orth  i s  e n tire ly  based on low production 

co s ts  and proxim ity to final m arke ts  as well a s  m anagement.

W hereas in  one p a r t  of the country  the automobile in d u s try  fights 

fo r  i ts  m ere ex is ten ce , in  ano ther p a r t  the same in d u s try  ( in  some 

ca se s  even the same b ranches  o r  companies) open new p lan ts  at a 

rap id  pace . The d is s im ila r i t ie s  of the cau ses  and e ffec ts  of both 

’ ty p e s ’ of fore ign  investm ent in  automobile in d u s try  a re  based  in the 

d iffe ren t m ark e ts  which a re  being se rv ed , r e s u l t in g  in  d iffe ren t 

reac tio n s  on economic growth and decline in  the coun try . Both ’ ty p e s ’ 

of foreign investm ents have th e i r  own effec ts  on reg ional income and 

reg ional p roduc t, as well as  on employment f ig u re s .

6. D iscussion

Both the fo rm er and the p re se n t  outlook of the M exican economy 

and M exican in d u stry  have strongly  been influenced by fo re ign  cap ita l. 

In itia lly , d ire c t  fore ign  investm ents fo s te red  the p ro c e s s  of im port- 

substitu tion ; l a t e r ,  they contributed to d e - substitu tion  and in c re a s in g  

t r a d e -  and b a lan ce  of payments d e f ic its .  Then, fo re ign  loans became 

m ore and m ore im portant in  the financing of M e x ic o 's  economic ’d e 

velopm ent’ (B rannon , 1985:16) .

P re s e n t ly ,  p re s id en t  Miguel de la  M adrid  i s  making s trong  

e ffo r ts  to open the country to new in v e s to r s .  F o re ig n  investm ent is  

indeed n e c e s s a ry  and effective as  f a r  a s  employment i s  concerned . 

W hereas in cen tra l  reg ions m anufacturing employment stagnated and 

even diminished in  absolute num bers, foreign investm ent re su lte d  in  

high growth r a te s  of in d u s tr ia l  employment in  ’ The N o r th ’ .

M e x ic o 's  cen tre  f lourished  during the period  of in d u s tr ia lisa tio n  

se rv ing  national m ark e ts  ( i . e .  im port-substitu tion) . Then, due to the 

economic c r i s i s  of 1982 and beyond, national consum er and p ro d u cer
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m ark e ts  were too small in  re la tio n  to the ex isting  productive capacity  

of in d u stry . As a r e s u l t ,  financial lo s s e s  up to bankruptcy  and p lan t-  

c lo su re s  took (and  a re  s ti l l  taking) p lace , e sp ec ia lly  in  the cen tra l  

in d u s tr ia l  a r e a ,  but a lso  in  M o n te rrey . The c r i s i s  not only affected  

M exican in d u s try :  fo re ign  T N C -su b s id ia r ie s  a lso  fe lt the consequences 

of the sudden and sharp  drop in th e ir  p roduc t m a rk e ts .

’ The N o r th ’ , on the o th e r  hand, h a rd ly  p a r tic ip a ted  in in d u s t r ia l i 

sation  via im p o rt-su b s ti tu tio n , n e i th e r  did th is  reg ion  experience  the 

c r i s i s  as bad as  the cen tre  of the coun try . When e x p o r t- in d u s tr ie s  

a r r iv e d  in  the reg io n  a s  p a r t  of a reg ional development program m e, i t  

tu rned  out tö be a g re a t  su ccess  in  term s of employment and in  the 

genera tion  of (fo re ign) cu rre n c y . ’ The N o r th ’ today i s  flourish ing , 

as foreign investm ents of th is  type a re  warmly welcomed by the 

M exicans. B e s id e s ,  a s  p roduction co s ts  diminish almost daily  and in 

vestment costs  can be obtained at reduced  r a te s ,  investm ent-m oney flows 

into the country  in  a p eriod  of high economic c r i s i s .

The m e a su re s  taken since the c r i s i s  in  o rd e r  to promote in 

d u s tr ia l isa t io n  fo r  e x p o r ts ,  e sp ec ia lly  the ’d raw b ack ’ and P1TEX 

program m e, contribu te  to a dosing of the gap between ’m a q u ila d o ra s ’ 

and o the r exporting  in d u s t r ie s .  As these  new m easu re s  have no reg ional 

lim ita tions, export production  may in c re a s e  a lso  in  the old in d u s tr ia l  

a r e a s ,  as some TNC 's  might choose to combine both production  fo r 

local m arke ts  and p roduc tion  fo r  ex p o r ts .

P rovid ing  d u ty -free  im ports  fo r  ex p ort-p roduc tion  does, how ever, 

conflict with one of the main goals of recen t in d u s tr ia l isa t io n  s tra te g y :  

to in c re a se  the lev e l of national in teg ra tio n  in  export production. Such 

a h igher level will only be re a l ise d  by stim ulating the use  of nationally  

produced inpu ts . It i s  the opinion of m aquiladora m an ag ers , that loca l 

inputs a re  hard ly  used  because of th e ir  bad quality , incompetitive 

p r ic e s  and bad sa le s  conditions of p ro v id e rs .  T h e re fo re ,  i t  i s  suggested  

to give the same p re fe re n t ia l  im p ort- trea tm en t to ’in d ire c t  e x p o r te r s ’ : 

those who produce goods tha t a re  used  in  the production of export
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p ro d u c ts . The example fo r  such an ’in term ediate  d raw b ack ’ is  a lready

given by B ra s i l  (A cevedo G ara t 1907:44-2, 44-5) .

Such a m easu re  defin itely  would mean the in c re a s e  in  Value Added 

of the p roducts to be exported . As we have seen , no t e v e ry  plant 

producing fo r  ex p o rt will be looking fo r  such an opportunity , as the 

(p o ss ib le )  reduction  in  t ra n s p o r t  c o s ts  must finally  outweigh the add i

tional taxes  on im port in  the USA. Many in-bond in d u s t r ie s  will no t use 

loca l inputs a s  long as  they a re  not co s t-e ffec tive  in  the end, as cost

reduction  is  th e ir  ra iso n  d 'e t r e .

B es id es ,  an ’in term ediate  d raw b ack ’ could re s u l t  in  a production- 

chain  of in te rm ed ia te -  and in d ire c t  p roduc ts  which will finally be 

u sed  in  export goods. T h is might b ring  along the r isk  of neglecting 

the ex is ting  national productive capacity  which, in the end, should 

ac tually  be m ore competetive in te rn a tio n a lly !

M aquiladoras may not be called  ’developm ent’ , as they lack  any 

stimulus to loca l ac tiv ity  and as  they hard ly  contribu te  to a national 

in d u s tr ia l  b a se .  ’ The N o rth ’ might be delighted with th e i r  e x is te n c e ,  

as  they b ring  the n e c e s s a ry  employment and household incom es. How

e v e r ,  tu rning the country  into one la rg e  m aquiladora will definitely  

mean the end of an y  t r ia l  to r e a l is e  an autonomous p ro c e s s  of in 

d u s tr ia l!  sation.
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LUIS FERNANDO CHAVES

U nivc i 'i i ty  of the Andes 
Mé x'i d a , Ve ne zue la

THE CASE OF VENEZUELA: REGIONAL DEVELOPMENT 

PR O C ESSES AND POLICIES

1. Twenty-five y e a r s  of reg ional p ro c e s se s  and po lic ies: 1958-1983

The reg iona l pa tte rn  re su lting  from urban iza tion  p ro c e s se s  oc 

c u r r in g  during  P é re z  Jim énez' d ic ta to rsh ip  (19Д8-1958, p a r t ic u la r ly  

1952-1958) was d esc r ib ed  by E r ic h  Otremba in two pap ers  published 

in 1954.

E . O trem ba t r ie d  to sketch the development and change of V ene

zuelan cu ltu ra l landscape under the dominant influence of petro leum . 

Changes in the landscape implied prev ious development of two p e r i 

p h era l oil exporting  t e r r i t o r i e s .  The a fo resa id  t e r r i to r ie s  had grown 

at the p e r ip h e ry  of a densely se ttled  cen tre  of o rgan iza tion , consump

tion and commerce, developed in C a ra c a s  and the neighbouring a re a s  

of the F e d e ra l  D is tr ic t  and the s ta te s  of M iranda , Aragua and C arabo - 

bo. The p e r ip h e ra l  economies were p o la r ized  toward two c o re s :  M a ra 

caibo (w est)  and F u erto  La C ruz  (e a s t)  . The form er was reg a rd ed  

as more im portant than the la t te r  and the a re a  depending from it was 

specif ica lly  defined by Otremba as the economic core a re a  a t the p e r i 

phery . A ccording to Otremba "the drama of m odem  V en ezu e la 's  

economic life is  being played in the a fo re sa id  t e r r i t o r i e s .  Nothing has 

been won s ti l l  in the play by the A ndes, the Llanos and Guayana. With 

a v e ry  few excep tions , they a re  losing importance and even may lose
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th e ir  p re se n t  productive fo rc e s " .  In o the r paragraphs^ how ever, s tro n g  

growth has been recogn ized  in the a g r ic u ltu ra l  and fo re s t  a re a s  of the 

W estern  Llanos and in the p rospective  mining growth a re a s  in G uayana. 

According to O trem ba, the scale  of u rban  growth by a r e a s  w as , in in 

c rea s in g  o rd e r ,  as  follows: l )  im poverished, stagnant and decadent 

c it ies  of the L lanos; 2) stagnant c it ie s  of the O rinoco ; 3) Andean 

c i t ie s ,  whose growth r a te s  were about the national av e rag e ;  4-) fa s t  

growing c it ie s  in the e a s te rn  Andean piedmont; 5 )  o ilfield  se ttlem ents; 

6) the national cap ita l .

No descrip tion  was made of the m idw estern  and n o r th e a s te rn  

c i t ie s .  According to the map, they grew a t r a te s  under the national 

av e ra g e . C ities  of the remaining a r e a s  of the F e d e ra l  D is tr ic t  as  well 

as of the s ta te s  of M iranda , A ragua and Carabobo w ere not sep a ra te ly  

c la ss if ied  but in o ther p a rag rap h s  they were included in the core  a r e a  

o r  c e n t r e .

The period  of P é re z  Jimdnez' d ic ta to rsh ip  was a lso  c h a ra c te r iz e d  

by the strong  tempo of urbaniza tion  p ro c e s s :  the u rban iza tion  level 

(percentage of u rban  population) in c re a se d  from 4-7.9 in 1950 to 62 .5  

in I 96I ,  meaning an in c rea se  of 14 .6  po in ts , low er than the in c re a se  

between 1941 and 1950 ( 16.6  po in ts)  but h igher than between 1961 and 

1971 (ІЗ .О  po in ts)  .

In 1961 , 37.9% of the population lived in m etropolitan a re a s  

having 100 000 o r  more inhab itan ts . Then the 1950s may be defined as 

the y e a r s  beginning the p ro c e s s  of population m etropolization 

(Chaves 1974) .

G enerally  speaking, the 1950s may be d esc r ib ed  as  a period  of 

fa s t  and strong  growth of petroleum ex p o r ts .  Expanding p ro sp e r i ty  of 

the o ilfield  settlem ents and high product p e r  cap ita  in the oil prod\icing 

s ta te s  (Z u lia , Anzodtegui and M onagas) were the re s u l t  of petroleum 

investm ent. The petroleum re n t  rece iv ed  by the sta te  was spent on the 

growth of b u reau c racy  and sumptuary public w orks in C a ra c a s  and the 

N o rth -C en tra l  C oasta l reg ion .

http://rcin.org.pl



I l l

The location  of investm ent in iron  ore  mining in n o r th e a s te rn  

Guayana allowed some economic growth in this reg ion  while sanita tion 

of the lowlands allowed the colonization of the fe r ti le  lands of W este rn  

L lan o s ,  a p ro c e s s  tha t was e a se d  by the construction  of ro ad s  and by 

the inclusion of colonization as  one of the p r io r i t ie s  of the policy of 

a g ra r ia n  re fo rm .

The concentra tion  of investment in a few mining and oil e x tra c tin g  

settlem ents a s  well as in the core  a re a  o r  "heartland" meant in c re a s e d  

population mobility. The colonization of the w este rn  L lanos a lso  meant 

in c re a se d  population mobility , e sp ec ia lly  from the Andes to the L lan o s .

Tow ard  the end of the 1950s the re v e rs io n  of oil concess ions  to 

the state meant the slowing down of investment in the oil - f ie ld s .

T h is  meant the stagnation of the petroleum c i t ie s .  O tre m b a 's  scheme 

co llapsed  as  the fo rm er p ro sp e r i ty  of the economic poles of p e r ip h e ry  

was fed by now stagnant oilfield  se tt lem en ts . Z u lia , Anzoàtegui and 

M onagas d e c re a sed  th e ir  ran k s  in the h ie ra rc h y  of p roducts  p e r  c a p ita .

Table 1. S h are  of the S ta te s  of Z u lia , Anzoâtegui and Monagas in 

the to tal population

1936 194-1 1950 1961 1971 1981

Zulia 8 .2 9 .0 11.1 12.2 12.1 11.5
Anzodtegui 3 .9 4 .0 4 .8 5 .1 4 .7 4 .7
Monagas 2 .8 3 .2 3 .5 3 .3 2 .8 2 .7

Total 14.9 16.2 19 .4 20 .6 19.6 18 .9

When the p e r ip h e ra l  co re s  co llapsed , the cen tre  o r  "heartland" 

became re la t iv e ly  s trengthened  and the c e n te r -p e r ip h e ry  spatia l 

s tru c tu re  became conso lidated .

The governments which followed a f te r  the fall of d ic ta to rsh ip  

adopted the policy  of industr ia liza tion  by export substitu tion . The n a -
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tional m arke t which was s trongly  concen tra ted  in the N o rth -C en tra l  r e 

gion became a magnet a t tra c t in g  m anufacturing.

The strong  po litica l cen tra l iza t io n , in h e rited  from the d ic ta to r ia l  

governments of Gómez and P é re z  Jiménez, implied a strong  co n cen tra 

tion of po litica l and adm inistra tive decis ions in the cap ita l .  The economy 

strongly  supported  by public exp en d itu re s ,  was favourable to the con

cen tra tion  of m anufacturing inside and around the cap ita l.

On the 30th of D ecem ber, 1958 was c re a te d  the C en tra l  Office of 

C oordination and Planning (CORDIPLAN) by the D ecree No. 4-92. It 

depended upon the P re s id en cy  of the Republic and the ta sk s  of reg ional 

planning w ere  a lloca ted  to i t .  The reg ional objec tives were reg a rd e d  

as  in teg ra ting  p a r t s  of the National (genera lly  Five Y e a r)  F la n s .

As indicated  by E .  C o rd ero  (1985) , the f i r s t  th ree  p lans approved 

in the, 1960s r e f e r r e d  in a genera l way to reg iona l development. E .  C o r 

dero  w r i te s :  "The F i r s t  National P lan  (1960-1964-) r e f e r r e d  to the 

problem s of overcrow ding  detec ted  in the M etropolitan  A rea  of C a ra c a s ;  

i t  p roposed  to co un terac t them through a g ra r ia n  reform  and in d u s tr ia l iz a 

tion p o lic ie s ,  re su lt in g  in decongestion of the cen tre  and in po la riza tion  

of ac t iv it ie s  around se v e ra l  axes located  in the in te r io r  of the country"

(1985:134; .
The Second National P lan  (1963-1966) postu la ted  that the common 

r e s o u rc e s  p o sessed  by the Nation should be more fa ir ly  sh a red  among 

the re g io n s .  The theory  of the propelling  industry  (industr ie  m otrice  ) 

and the multiplying e ffec t gave the genera l tre n d s  fo r  the adoption of 

the policy beginning with the 1969 Regionalization  D ecree .

The policy defined in the Second P lan  r e -a p p e a re d  in the T h ird  

National P lan  (1965-1968) (idem) .

R esu lts  of the de concentra tion  policy  w ere  fe l t  how ever in the 

N o rth -C en tra l  C oasta l  reg ion  r a th e r  than in o the r a r e a s  of the coun try . 

The state of M iranda - com prising the sa te llite  c i t ie s  of F a ja rd o  (e a s t )  , 

Losada (south) , the upland sa te ll i te  a r e a  of Los Altos (including Los 

T eques) and the valley  of P a raco to s  (southw est) - and the s ta te s  of 

A ragua and Carabobo - com prising the manufacturing axis of P u e r to
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C a b e l lo -T e je r ia s  - in c re a se d  th e ir  share  in the national population from 

14.1% in 1950 to 15.8% in 1961 ; they reach ed  19.1% in 1971. The F e 

d e ra l  D is tr ic t  grew from 14.1% in 1950 to 16.7% in 196l and to 17.4-% 

in 1971 (Table 2 )  .

Notice tha t the total p e rcen tag es  w ere the same fo r  the F e d e ra l  

D is tr ic t  and the s ta te s  in 1950; the F e d e ra l  D is tr ic t  grew more than 

the th ree  s ta te s  between 1950 and 1961, and the s ta te s  more than the 

F e d e ra l  D is tr ic t  between 1961 and 1971. Due to suburbanization  and 

de c o n c e n tra t io n , the F e d e ra l  D is tr ic t  d e c re a sed  its  share  from 17.4-% 

in 1971 to 14-.3% in I 98I .  A ragua and Carabobo in c re a se d  th e ir  s h a re ,  

but M iranda , which includes the sa te llite  c i t ie s  and a r e a ,  a tta ined  the 

h ig h es t in c re a s e ,  from 8 .0  to 9.8%.

Table 2. S h a re  of the F e d e ra l  D is tr ic t  and the s ta te s  of A ragua, 

Carabobo and M iranda in the total population

1936 1941 1950 1961 1971 1981

F e d e ra l  D is tr ic t 8 .4 9 .9 14.1 I 6 .7 1 7 .4 1 4 .3

A ragua 3 .9 3 .6 3 .8 4 .2 5 .1 6 .1

C arabobo 5 .1 5 .0 4 .8 5 .1 6.1 7 .3

M iranda 6 .4 5 .9 5 .5 6 .5 8 .0 9 .8

N o r th -  C en tra l  
C oasta l  Region 23.8 2 4 .4 28 .2 32.5 36 .6 37 .5

S o u rc e :  P àez  C e lis ,  loc . c i t .

bum m arizing, the period  194-1-1961 is  c h a ra c te r iz e d  by the growth 

of C a ra c a s  and the stagnation of o ther a r e a s  (including the C entre  out

side C a ra c a s  and the remaining s ta te s  of the p e r ip h e ry )  . Between 196l 

and 1971 the oil producing s ta te s  stagnated and the growth of the 

C entre  reach ed  the s ta te s  of A ragua, Carabobo and M iranda.
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The genera l t re n d  to p e r ip h e ra l  stagnation was modified by the in

d ustr ia l iz a t io n  in Guayana and the colonization of W este rn  L lanos, b e 

ginning in 1950 (Table 3.) .

The in dustr ia liza tion  of Guyana and the colonization of the lowlancs 

fringing the C o rd i l le ra  of M érida meant d ifferentia tion  of the p e r ip h e ry  

as  a r e a s  of population in c rease  and colonization ap p ea red  among a r e a s  

of stagnation (Table 3 )  .

Table 3 . S h a re  of the s ta te s  of B o liv a r , B a r in as  and P o rtu g u esa  in 

the total population

1936 194-1 1950 1961 1971 1981

B olivar 2 .5 2 .5 2.5 2 .8 3 .6 4 .6

B arin as 1 .7 1 .6 1 .6 1 .9 2 .2 2 .3
P ortuguesa 2 .2 2 .3 2 .4 2 .7 2 .8 2 .9

Total 6.4- 6 .4 6 .5 7 .4 8 .6 9 .8

S o u rce : P âez  C e lia ,  loc . c it .

Notice that colonization of the Llanos advanced from n o r th e a s t  to 

southw est: in P o rtuguesa  the in c rease  o ccu rs  continuously from 1936 

onw ards but the s tro n g es t  in c rease  o cc u rre d  between 1950 and 1961; 

in B a r in as  the in c rea se  began in 1950 and it  was strong  not only 

between 1950 and 1961 but a lso  between 196l and 1971.

S tudies made by L . F . Chaves (1973) and K. Diaz (1975) about 

the functional s tru c tu re  of c it ie s  in 19Ó1 and 1971, re sp ec tiv e ly ,  

showed the differentiation of the C entre  and the P e r ip h e ry  and the 

reg ional differentiation  within the p e r ip h e ry .

L . F . Chaves c h a ra c te r iz e d  the c it ie s  of 'N orth-C entra l Coastal 

region o r core region by the p resence  of p o r t ,  m anufacturing and 

adm inistra tive functions. The oil c it ie s  and se rv ice  c e n tre s  in oil 

a r e a s  appeared  as c lu s te r s  in the W est, the N o r th w es t  and the N orth
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e a s t .  A belt of c e n tra l  p laces  in a r e a s  of highly com m ercialized and 

in d u s tr ia l iz ed  a g r icu ltu re  was recogn ized , extending from the basin  of 

Lake of M araca ib o , through the n o r th e a s te rn  Andes and the n o r th 

w es te rn  d e p re s s io n s ,  a c c ro s s  the L lanos , as f a r  as  M aturin . To the 

south, a be lt  of c e n tra l  p laces  in a r e a s  of le s s  com m ercialized and 

in d u s tr ia l ized  ag r icu ltu re  was recogn ized , including M érida , T d c h ira ,  

B arin as  and A p u re . A c lu s te r  of mining and m anufacturing c it ie s  was 

recogn ized  in the iro n  ore belt of Imataca (n o r th eas te rn  Guayana) 

(Chaves 1973:212) .

In K. D ia z ' s tudy, the c it ie s  of the C entre  were defined as 

m anufacturing and p o r t  c i t ie s .  The belt of c e n tra l  p laces  in a r e a s  of 

highly com m ercialized  and in d u s tr ia lized  ag ricu ltu re  was divided into 

two a r e a s :  1) M id-W este rn  (L a ra  and neighbouring a r e a s  of south

w este rn  Y aracu y , n o r th e rn  P o r tu g u e s a ,  n o r th e a s te rn  and cen tra l  

T ru ji l lo )  , 2 )  N o r th e a s te rn  (S u c re ,  M onagas, Anzodtegui and B o l iv a r ) .  

The b e lt  of c e n tra l  p laces  in a re a s  of le s s  com m ercialized and in 

d u s tr ia l ized  a g r icu ltu re  was recogn ized  in the Southwest (M érida , 

T d c h ira ,  B a r in a s  and the neighbouring a r e a s  of southern  Z ulia)

(Diaz 1 9 7 5 :1 0 4 -1 0 5 ) .

The lack of data  fo r  employment in oil ex trac tion  and mining has  

not allowed the definition of mining and oil producing c i t ie s .

The M id-W este rn  a re a  was c h a ra c te r iz e d  by a g ro - in d u s tr ia l  and 

agro -com m ercia l  c i t ie s .

The N o r th e a s te rn  a re a  included d ivers if ied  cen tra l p laces  as  well 

as  c e n tra l  p laces  with s trong po litico -adm in is tra tive  functions and oil 

c it ie s  with po lit ico -adm in is tra tive  functions.

The Sou thw este rn  a re a  included cen tra l  p laces  with a g ro - in -  

d u s tr ie s  and c e n tra l  p laces  with d ive rs if ied  manufacturing (Idem: 102-

ЮЗ) .

The petroleum boom of the 1970s allowed the accumulation of 

capita l and the u rban iza tion  of the p e r ip h e ry .

The Fourth  N ational P lan  (1969-1974-) in itia ted  the policy of 

regionaliza tion  of planning and development. The tasks  of regional
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coordination and planning w ere a llocated  to the OR COPLANS (Offices 

fo r  Regional Coordination and P lanning) while the ta sks  of reg ional 

development were a llocated  to the Regional C o rp o ra tio n s .  In p rac t ice  

only the C orpora tion  of Guayana had economic r e s o u rc e s  and functional 

autonomy enough fo r  an autonomous promotion of reg ional development.

The following reg ions  were in itia lly  defined: C apita l (F e d e ra l  

D is tr ic t  and M iranda) , C en tra l  (A ragua, C arabobo , Gudrico and C oje- 

d e s ) .  N o rth eas te rn  (Anzoätegui, S u c re ,  Monagas and Nueva E s p a r t a ) ,  

M idw estern  (L a ra ,  F a lcón , P o rtu g u esa  and Y aracuy) , Zulian (Z u l ia ) ,  

Andean (T d ch ira ,  T ru ji lo ,  M érid a ,  B arin as  and the D is tr ic t  of P äez  

in W este rn  A pure) , S outhern  (C en tra l  and E a s te r n  A pure, D is tr ic t  of 

Cedeno in W este rn  B olivar  and Amazonas) and Guayana (E a s te rn  and 

C en tra l  B olivar and Delta-A m acuro ) .

S im ultaneously, reg iona l c o re s  were developing in the N o r th e a s t ,  

Guayana, Zulia , the Andes and the M idw est.

The F ifth  National P lan  (1974--1979) had to recognize the 

em ergence of the reg ional c o re s .  In i ts  p roposition  fo r in d u s tr ia l  de

concen tra tion , four a r e a s  were recognized: A) an a re a  in which manu

fac tu ring  displacem ent to o ther reg ions should be in cen tiv a ted , com

p ris in g  the M etropolitan A rea  of C a ra c a s ;  B ) an a r e a  of non in- 

centivation of new fa c to r ie s ,  including the rem aining a r e a  of the N orth- 

C en tra l  C oasta l reg ion ; C ) an a re a  of m anufacturing incen tiva tion , in 

cluding most m etropolitan a r e a s  in the P e r ip h e ry ;  D) in o the r urban  

settlem ents in the P e r ip h e ry  the p r io r i ty  fo r  new fac to r ie s  should be 

le s s  im portant.

Among the m etropolitan a r e a s ,  the attention was concen tra ted  on 

th ree : B arqu is im e to , a s  imminent extension of the C en tre ,  M aracaibo  

and Ciudad Guayana.

A new reg ional scheme was approved . The Capital region was 

united with the core of the C en tra l  reg ion  (Carabobo and A ra g u a ) ,  

forming the N o rth -C en tra l  C oasta l reg io n . The p e r ip h e ra l  a r e a s  of the 

form er C en tra l reg ion  as  well as cen tra l  and e a s te rn  Apure became 

in teg ra ted  in a new region (L lanos) which included also p a r ts  of south-
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e m  A ragua (D is tr ic t  of U rdane ta )  and e a s te rn  B a r in as  (D is tr ic t  of 

A rism endi) . Zulian and M idw estern  reg ions rem ained unmodified,

Andean reg ion  almost unmodified. The S outhern  region was reduced  

to Am azonas, Guayana to B olivar and D elta-A m acuro . The N o rth 

e a s te rn  included Anzóategui, Monagas and S u c re .  A new reg ion  was 

formed with the is lands  (Nueva E s p a r ta  and the F e d e ra l  D ependencies ).

11. New tre n d s  of space organiza tion  in the 1980s

1. The axia l o rganization  of space in the po lic ies  of the Sixth N a

tional P lan

The Sixth National P lan  (1979-1984-) form ally recogn ized  the 

em ergence of five reg ional poles in the p e r ip h e ry :  l )  M aracaibo  - 

E a s te rn  C oast of Lake of M aracaibo  (c i t ie s  developed on the o ilfie lds 

of B o livar  and Mene Grande and the petrochem ical complex of T ablazo 

B a y ) ;  2) B a rq u is im e to -A c a r ig u a -A ra u re , including the valleys  of 

Turb io  and b a r a r e  r iv e r s  between the s ta te s  of L a ra ,  Y aracuy  and 

P ortuguesa  (C abudare -L os  R a s t ro jo s ,  Y aritagua , S a r a r e , L a M ie l ) ;

3) San C r is tó b a l-L a  F r ia  - San Antonio; 4-) B a rc e lo n a -P u e rto  La 

Cruz and Cumand; 5 ) Ciudad G uayana-Ciudad B o liv a r .  The a r e a s  were 

defined as  P r io r  A reas  fo r  U rban Development (PAUD o r  APDU) and 

the ta sk s  of "deconcen tra ted  concentration" w ere  allocated  to them.

A new reg ional division was approved: the South was aggregated  

to the reg ion  of Guayana; the C apita l reg ion  was re c re a te d ;  Cojedes 

was aggrega ted  to Carabobo and A ragua in the C en tra l  reg ion ; south

e rn  A ragua tu rned  back to the C en tra l  reg ion  and e a s te rn  B a rin as  to 

the Andean reg ion . The Zulian , M idw estern , N o r th e a s te rn  and In su la r  

reg ions  rem ained unchanged.

The growth of Guayana, shown by the in c re a se  of the specific  

weight of the state of B olivar from 2.8% in 196l to 4.6% of total
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population in 1971, has been seen as  the b a s is  fo r  the development of 

a new economic axis in the O rin o co -A p u re .

S tra teg y  fo r  the development of th is  ax is  was based  on iron  o re ,  

hydroe lec tr ic ity  and s tee l and aluminium m eta llu rgy  in low er C aroni and 

o th e r  e a s te rn  Guayana a r e a s ;  bauxite mining in w es te rn  Guayana (L os 

P ijig u ao s)  and c o a l-c o k e , phosphatic ro c k s  and P o r t la n d  cement in the 

sta te  of Tclchira. O th e r  r e s o u rc e s  in the w e s te rn  end of the axis include 

petroleum (in the B a rin as  o r  w es te rn  su b -b as in  of Apure b a s in )  , h y d ro 

e le c t r ic i ty  (in the U rib an te -C ap a ro )  and non f e r ro u s  o re s  (in the south

w es te rn  p a r t  of the C o rd i l le ra  of M drida) .

The cap ita l needed fo r  the development of such e n te rp r i s e s  a s  iron  

mining (F e r ro m in e ra )  , s tee l (SIDOR ) , f e r ro a l lo y s  (F e s i lv e n )  , bauxite 

mining (Bauxiven) , alumina refin ing (in te ra lum ina) , aluminium (Venalum 

and A lcasa )  and hydroe lec tr ic ity  (E d e lca )  , comes from a holding 

con tro lled  by CVG (C orporac ión  V enezolana de Guayana) .

The genera l s tra teg y  fo r the development of the O rinoco-A pure  

ax is  p roposed  during the government of H e r r e r a  Campins (1979-1984-) 

has  been developed during the government of L usinchi (1984-1989) . The 

Investment Fund of V enezuela, the CVG and the UPE S u ro es te  (S pec ia l  

Program m ing Unit fo r  the Southw est)  have prom oted the re -v i ta l iz a t io n  

of coal and phosphate mining in the sta te  of T d c h ira .  In 1986, P r e 

sident Lusinchi has opened the O rinoco-A pure  w aterw ay and the f i r s t  

em barkation of bauxite from Los P ijiguaos in P u e r to  Gumilla took p lan . 

Development of the petroleum belt of the O rinoco  (on the left banks of 

O rinoco) , involving costly  investment in new technology, has  been 

postponed due to the c rack  of petroleum economy beginning in 1983.

The strong  specific  weight of Guayana in O rinoco-A pure  cau ses  

a disbalance in re la tions  within the a x is .  The re la tio n  between 

Guayana, the C e n tra l ,  Southw estern  and Sou thern  L lanos , and the 

southw estern  p a r t  of the C o rd il le ra  of M érid a  is  asym m etric and the 

danger of a new c e n te r -p e r ip h e ry  re la t io n  has been suggested  by some 

people in the sta te  of TcLchira. The investm ents of CVG in mining 

v en tu re s  in the Southw est have been fe a re d  as  a form of in te rna l colonialism .
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The an a ly s is  of the p e r ip h e ry  accord ing  to five v a r ia b le s  allow s 

the recognition of four reg io n s  in 1981 (F ig .  1 ) .  The v a r ia b le s  a r e :  

p ercen tage  of immigrants in to ta l m igration movement; n a tu ra l  grow th; 

b ir th  r a te s  1971-1980; population percentage  in the age group 15 to 

64 y e a r s ;  num ber of dw e lle rs  p e r  h ouse .

P - 1 C

f . - M
p-id

P - 2

V E N E Z U E L A

Fig . 1. Population dynamics in the d ifferen tia tion  of p e r ip h e ry :
C: C e n tre ,  P : P e r ip h e ry ,  P I :  Interm ediate p e r ip h e ry ,  P l a :  
P e r ip h e ra l  c o r e s ,  P lb :  Average s ta te s ,  P i c :  O the r  in te r 
m edia te ; P ld :  E m igration  p e r ip h e ry ,  P2: S tagnant p e r ip h e ry ,  
P3: Colonization p e r ip h e ry .
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The s tro n g es t  d iffe rences a re  those opposing the C en tre  (F edera l 

D is tr ic t  and s ta te s  of M iranda , A ragua and C arabobo) and the P e r i 

phery  (the rem ain ing  s ta te s  and t e r r i t o r i e s )  .

The C entre  (C) is  c h a ra c te r iz e d  by high p e rcen tag es  of immi

g ran ts  in to ta l m igration movement (more than 70% with the exception 

of the F e d e ra l  D is t r ic t ,  which is  affected by "population overflow" to 

the sa te ll i te  c it ie s  in the sta te  of M iranda) . Immigration exp la ins  high 

p e rcen tag es  of population in the age 15 to 64 (more than 56%) . The 

b ir th  r a te s  a re  under  36.8%$ they a re  low in M iranda, but h igher in 

the F e d e ra l  D is tr ic t  and the s ta te s  of Aragua and C arabobo . This is 

expla ined  by the coun terac tion  of high p e rcen tag es  of population in the 

age of fe r t i l i ty  and malthusian behaviour (accord ing  to the national 

s tandards  these b ir th  r a te s  may be defined as  "low" to “m odera te ly  lew" ) .  

M odera te ly  high r a te s  of n a tu ra l  growth in A ragua and Carabobo (but 

high in the F e d e ra l  D is tr ic t  and low in M iranda) may be explained Ъу 

the same coun terac tion . The nu c lea r  family is  predom inant ( le s s  than 

5 .3  dw elle rs  p e r  house) .

The P e r ip h e ry  may be divided into th ree  domains: P i )  in te r 

mediate p e r ip h e ry ,  P 2 )  stagnant p e r ip h e ry  and P 3 )  colonization p e r i 

p h e ry .

S tagnant p e r ip h e ry  (P 2 )  ( s ta te s  of M onagas, S ucre  and Apure, 

and fed e ra l  t e r r i to r y  of D elta-A m acuro) shows the opposite t r a i t s  of 

the C en tre : high em igration (immigrants accounting fo r  le s s  than 39.5% 

of to ta l m igration movement) ; population p e rcen tag es  in the age 15 to 

64- accounting fo r le s s  than 51% of population; the em igration explains 

high but not the h ighest n a tu ra l  growth ra te s :  29 .6  to 3 0 . 8% ; (an e x 

ception is  Apure with the h ighest ra te  of the country: 4-7.5) ; the birth 

r a te s  a re  over 40.4%* and the number of dw elle rs  p e r  house is  5 .8  to 

5 .9  meaning la rg e r  fam ilies than in the C en tre .

Colonization p e r ip h ery  (P 3 )  ( s ta te s  of P o r tu g u e s a ,  B arin as  and 

B olivar  and F e d e ra l  T e r r i to ry  of Amazonas) show immigrant percen tages  

( 6 l . 9  to 7 3 .9  in the m igration to ta ls )  s im ilar to those of the C en tre ;  

n a tu ra l  growth is high (over 35%«) ; b ir th  r a te s  a re  s im ila r  to those of
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stagnant p e r ip h e ry ;  with the exception of B o liv a r ,  p e rcen tag es  of 

population in the age 15 to 6Д a re  s im ilar  to those in stagnant p e r i 

p h e ry ;  the number of dw elle rs  p e r  house is  sim ilar to tha t in in te r 

mediate p e r ip h e ry .

In term ediate  p e r ip h e ry  ( P i )  includes the la rg e s t  p a r t  of the s ta te s ,  

showing interm ediate in d ices .  Zulia and Anzoategui ( P l a )  a re  more 

s im ila r  to the C entre  than o the r s ta te s ,  excep t in the indices of family 

s iz e .  C ojedes and Y aracuy  ( P lb )  a re  the average  s ta te s .  O the r  two 

groups showing th e ir  own p e c u l ia r i t ie s  in the inside of the la rge  domain 

a re :  P i c  (L a ra  and Nueva E s p a r ta )  and P l d  (F a lcó n , T â c h ira ,

T ru j i l lo ,  M érida  and G uärico) . The la s t  group ( P ld )  shows opposite 

t r a i t s  re g a rd in g  colonization p e r ip h e ry  in the values of most v a r ia b le s ;  

then it  may be defined as  em igration p e r ip h e ry .

3. C rack  of the re n t  based  petroleum economy and em ergence of the 

in term ediate  a g r o - commer c i a l , a g ro - in d u s tr ia l  and tran sp o r ta t io n  

b e lt .  S pa tia l  s tra teg y  of the Seventh N ational P lan

On the l8 th  F e b ru a ry  1983, the Venezuelan Government recogn ized  

that the pe r io d  of economic p ro sp e r i ty  of the 1970s has ended . The p e 

troleum m arke t had c rack ed  . . .  The national money (bo liva r)  should 

be devaluated and the money exchange should be con tro lled . The 

economy based  on petroleum should shift to an economy based  on 

productive s e c to r s ,  ag r icu ltu re  and m anufacturing. The u tiliza tion  of 

domestic re s o u rc e s  should in c re a s e .

The a fo re sa id  implementation of m easu res  fo r  the growth of 

O r in o co -Apure should be included among the po lic ies  fo r  the development 

of a new economy.

D efinition, in the 1950s, of the "heartland" and the core  a r e a s  of 

the p e r ip h e ry  along the latitude 10°N , and defin ition , between the 1970s 

and the 1980s, of the O rinoco-A pure  growth a x is ,  along the latitude 

6°N , have left a belt along the latitude 9°N playing the role of cushion
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b e lt .  T his  belt includes mainly small m etropolitan  a r e a s  (50 000 to 

25 000 inhab itan ts)  such as  E l  V igia, M érid a , B a r in a s ,  G u a n a re , 

C alabozo , Valle de La P a s c u a ,  Anaco, E l  T ig re  and M atu rin .

The S ixth N ational P lan  defined some High P r io r i ty  A re a s  for 

A g r icu ltu ra l  Development and they w ere e s sen tia l ly  located  in th is  belt.

O ur p rev ious  ana lys is  has allowed the definition of th is  be lt on 

b a s is  of both population behaviour and ro le  of the c i t ie s  in the s e t t l e 

ment system . The W este rn  Llanos have been defined as  a p a r t  of the 

colonization p e r ip h e ry .  The E a s te rn  Llanos belong to the stagnant 

p e r ip h e ry ,  the Andes and Gudrico to the em igration  p e r ip h e ry .  The 

rem aining a r e a s  belong to the in term ediate p e r ip h e ry .

E xcep t fo r  the group of petroleum c itie s  of c e n tra l  A nzoâtegui, 

most c i t ie s  a re  c e n tra l  p la c e s .

The c e n tra l  be lt in the sta te  of G uârico , between E l Som brero  

and Valle de La P a sc u a ,  is  a lso  v e ry  im portant as the most dynamic 

t r a n s p o r t  ax is  re la t in g  d ifferen t reg ions of the country .

The Seventh  National P lan  defines the following spatia l s t ra te g ie s  

intending to change the system of c i t ie s  (C o rd e ro , 19S5) :

- M easu re s  d i s - stimulating the location of population and economic 

a c tiv i t ie s  in the M etropolitan a re a  of C a ra c a s .

- S t r i c t  population growth contro l in the rem aining a r e a s  of the 

C ap ita l  reg io n .

-  Consolidation and non stimulated growth in the high p r io r i ty  

u rban  development a r e a s  defined in the Sixth National P lan .

- Stirrmlus fo r  the development of c it ies  of 50 000 to 250 000 in

h ab itan ts  a s  well as fo r  th e ir  immediate o rb its  of in fluence, e sp e c ia l ly  

the c i t ie s  of the interm ediate be lt .  The fundamental functions of 

c i t ie s  in th is  belt shall be o rien ted  to support the a g r ic u l tu ra l  and 

a g ro - in d u s t r ia l  development.

- C onsolidation of f ro n t ie r  settlem ents.

The spa tia l s tra te g ie s  in the National P lan  include a lso  po lic ie s  

re g a rd in g  the organization  of the countryside and the management of 

f o r e s t ,  f ish ing , scenic  and en e rg e tic  r e s o u rc e s .
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4.. M etropo liza tion  p ro c e s s

The m etropolization  p ro c e s s  continued during the 1960s (one half 

of the population in m etropolitan  a r e a s  having 100 000 o r  m ore in

hab itan ts  in 1971) , the 1970s and the 1980s (67.4% by the end  of 

1985) . 7 0 . 7% of population lived in m etropolitan  a r e a s  having 70 000 

o r  more inhabitan ts  in the la s t  y e a r .  The m etropolization  p ro c e s s  in 

uneven, how ever ; none of the m etropolitan  a r e a s  in the in term edia te  

be lt  had more than 250 000 inhabitants by the end of 1985; e igh t of 

these la rg e  c i t ie s  w ere located  in the n o r th e rn  b e lt  and two in the 

O rin o c o -Apure b e lt .

5 . S o c io -p o li t ic a l  contrad iction  in the space: economic de concentra tion  

v e r s u s  p o lit ica l  cen tra liza tion

The p o lic ie s  of reg iona liza tion  and economic de con cen tra tio n  (con

cen tra ted  de co ncen tra tion ) , the m etropolization of p e r ip h e ry  and the 

em ergence of reg iona lized  economic c o n ce rn s ,  a s  well a s  the e le v a 

tion of educa tiona l and cu ltu ra l s tandards  and the development of m ass 

media in the p e r ip h e ry  have c re a te d  new p o ss ib il i t ie s  fo r  the decon

cen tra tion  of po litica l decis ion . The Venezuelan state has  rem ained , 

how ever, a s  an ex trem ely  cen tra l ized  s t ru c tu re .  M ost po litica l 

dec is ions a re  taken by the c en tra l  government in C a ra c a s .

The Seventh  National F lan changes the subject of reg io n a l 

planning from the reg ion  to the s ta te s ,  t e r r i t o r i e s  and the F e d e ra l  

D is t r ic t .  The decision  pow er fo r  the execution of reg iona l p lans is  

vested  in the G o v ern o rs .

A Commission fo r  the Reformation of S ta te ,  nominated by P r e 

sident L u sin ch i, has made some p ro p o sa ls  r e f e r r in g  to the s t ru c tu re  of 

reg ional po w er. E xtension of the p re ro g a tiv e s  of reg iona l le g is la tu re  

and d ire c t  e lec tion  of governors  a re  included among the p ro p o sa ls  fo r  

re fo rm s .
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III. C onclusion

S patia l  r e s t ru c tu r in g  of the V enezuelan economy is  f a r  from being 

complete. The N o r th e a s te rn  reg ion  and the S ou the rn  L lanos a re  s t i l l  

s tagnant, while s trong  m igration is  a d d re s s e d  tow ard  the W estern  

Llanos and Guayana.

The p ro c e s s  of co n cen tra ted  de concen tra tion  is  a lread y  fe lt  in the 

demographic s t ru c tu re s  of Zulia and A nzodtegui.

C oncen tra ted  de concen tra tion  and em ergence of the ax is  O rinoco- 

Apure explain  the fa s t  growth of B o livar .

O ther p a r t s  of the country  a re  more o r  le s s  s tab ilized : A ndes, 

C en tra l  L lanos and M id-W est. They depend upon the development of 

a g r ic u l tu re ,  agro-com m erce and a g ro - in d u s t ry . The M id-W est and the 

no r th e rn  p a r t s  of the N o rth eas t  a re  the le s s  dynamic p a r ts  of the 

n o r th e rn  b e lt .

The c en tra l  b e lt ,  along the latitude 9 ° N , is  le s s  u rb an ized  than 

the o ther two b e l ts .  I t  depends e s se n t ia l ly  on the growth of ag r icu ltu re  

(petroleum how ever is  s ign ifican t in the e a s t )  . This be lt shall be the 

food supp lie r  fo r  both the N o r th e rn  and O rinoco-A pure  b e l t s .  However 

both the M id-W est (in the N orthe rn  be lt)  and the S outhern  Llanos 

(ca ttle  ra is in g  reg ion  of the S ou thern  b e lt)  shall be also  food su p p lie rs .

The demographic dynamics depends both upon the diffusion of neo- 

m athusian behaviour in fam ilies and upon the p roportion  of fe r t i le  

population due to d iffe rences  in the composition by age as  a consequence 

of in te rna l m igra tion .

Changes in the in te rna tiona l m arke t and growth of the in d u s tr ia l  

holding in Guayana will lead  to new tren d s  in reg iona l development:

1. Overflow of population from the M etropolitan  A rea  of C a ra c a s  

to the sa te ll i te  c it ie s  will continue but, due to deffic iencies of t r a n s 

porta tion  between the l a t te r  and the c e n tra l  c ity , in c re a se d  tra ff ic  

congestion will em erge w ith the in c rea se  of suburban iza tion .

2. In tegra tion  of the C e n tra l  M egalopolis w ill in c rease  by means 

of u rban iza tion  in the va lleys  of Guayas and P a ra c o to s .
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3. Growth of assem bling  m a rk e t-o r ien ted  industr ia liza tion  in the 

C en tre  shall be slowed down as  d ifficu lties  of the petroleum m arket 

will mean a reduced  capac ity  fo r  the im port of cap ita l goods, semi

m anufactured p roduc ts  and know-how.

4 . A new export economy w ill grow in the P e r ip h e ry ,  based  on 

s te e l ,  aluminium and e le c tro c h em is t ry  in Guayana, coa l,  phosphates and 

non fe r ro u s  o re s  in sou thw este rn  A ndes, a s  w ell a s  pe trochem is try  in 

the N o rth w es t  and the N o r th e a s t .

5 . Demand fo r  na tiona l p roduction of foods and raw m a te r ia ls  will 

stimulate the growth of a g r ic u l tu re ,  agro-com m erce and a g ro - in d u s try  

in the in term ediate  b e lt  and the M idw estern  and Sou thern  L lanos r e 

g ions.

6. The links between reg ions  w ill be in c re a se d ,  meaning the growth 

of such economic b ran ch es  as  t r a n s p o r t ,  commerce and tou rism . C en tra l  

sec tion  of the in term ediate  b e lt  will grow as  the main t ra n s p o r t  ax is  of 

the country  and the mountain a r e a s  of the Andes and the beach a r e a s  in 

the is land  of M a rg a r i ta ,  the N o r th eas t  and the N o rth w es t  will ex 

perience  s trong  growth on the b as is  of tourism .

7 . The new ro le  of the P e r ip h e ry  shall s trengthen  the struggle  for 

po litica l d ecen tra liza tio n  and reg ional autonomy.
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REGIONAL DEVELOPMENT AND NATURAL RESOURCES 

IN THE CONDITIONS OF RESTRUCTURING

Soviet socie ty  has  en te re d  now the period  of a c c e le ra te d  soc io 

economic development on the bas is  of intensification  of the national 

economy. A decisive fac to r  of such development is  ra d ic a l  r e s t ru c tu r in g  

of the whole national economic complex.

In the re c e n t  15-20 y e a r s ,  the Soviet national economy was 

c h a ra c te r iz e d  by above average annual growth r a te s  of output in the 

most p ro g re s s iv e  in d u s tr ie s  and, on the o the r hand , below average  

growth r a te s  in ag r icu ltu re  (Table l )  . The genera l negative fea tu re  

was a re la t iv e ly  high growth ra te  of the value of fixed a s s e ts  denoting 

the predom inantly  ex tensive c h a ra c te r  of development of the national 

economy. T hus , the data of Table 1 indicate that in 1960-1970 1% 

annual in c re a se  of g ro ss  national product co rresponded  to 1.40% 

annual in c rea se  of the fixed a s s e t s ,  in 1970-1980 - to 1.77%, and in 

1980-1985 - 1.92% (along with its  s ignificant reduction  from 11.7% to 

7.3%) . F o r  the national income produced these p a ram ete rs  a r e ,  c o r 

respondingly , 1 .3 6 ,  1 .86  and 1.87%.

Predom inantly  ex tensive way of economic development, as  is 

known, has re su l te d  in decce le ra tion  of its  growth r a te s .  While in 

re la tion  о p r im ary  sec to r  th is  decce lera tion  may denote the 

p ro g ress iv e  tren d  tow ards h igher level of u tilization  of the p rim ary  

re s o u rc e s  and raw  m a te r ia ls  (Table 2) , fo r o ther in d u s tr ie s  it can
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not be justified  in any way. On the c o n tra ry ,  i t  i s  linked with d e te r io r a 

tion of the e s s e n t ia l  p a ram e te rs  c h a ra c te r iz in g  the national economy in 

the 1980s: from reduc tion  of the mean annual growth r a te s  of g ro ss  n a 

tional p roduct and national income produced  to decline in growth r a te s  

of labour p roduc tiv ity .

The s tra teg y  of ac c e le ra te d  socio-econom ic development of the 

USSR on the b a s is  of in tensif ica tion , developed and form ulated by the 

P a r ty  documents, is  b ased  on optimization of use of the economic 

po ten tia l .

The notion of economic po ten tia l ,  in i ts  e s se n c e  and conten ts, 

im plies understand ing  of the two genera l c a te g o r ie s  of "po ten tia li t ies"  - 

unexploited  r e s o u r c e s ,  and "potential" -  r e s o u r c e s  under exploitation 

(o r  that can be exp lo ited ) . The m ajor s t ru c tu ra l  elem ents a re  the 

production poten tia l ( in d u s tr ia l  and a g r ic u l tu ra l) ,  n a tu ra l - r e  source 

po ten tia l ,  sc ien tif ic - techno log ica l,  i n f r a s t ru c tu ra l ,  inform ational, 

o rg an isa tio n a l,  so c io -cu ltu ra l  po ten tia l,  e tc .  T h u s , one can eas ily  

app rec ia te  the wide scope of s ti l l  unexplored  o r  not fully exploited 

p o ss ib il i t ie s  for re s t ru c tu r in g  the economic poten tia l in the U S S R .

Taking into account the g re a t  t e r r i to r i a l  d iv e rs i ty  of the coun try , the 

r e s t ru c tu r in g  can not change in equal degree  a ll  s t ru c tu ra l  elem ents of 

the economic po ten tia l; therefo re  , i ts  optimal exploita tion i s  possib le  

only within the fram es of in teg ra ted  reg iona l u n its .

R e s tru c tu r in g  of the economic potentia l taking place within the 

reg iona l un its  r e p re s e n ts  a powerful stimulus of reg ional advancement 

a t the p re s e n t  s tag e . In the new conditions, it  is  a s s e s s e d  not only 

from the pe rspec tive  of potential fo r  economic grow th, but a lso  

poten tia l for m odernisation  and socia l transfo rm ation  of the reg ions  of 

d ifferen t types and ra n k s .  At the same tim e, i t  p rovides  a powerful 

tool for re c ru it in g  the t e r r i to r ia l  r e s o u rc e s  and potentia l to solve 

the a ll-n a tio n a l task  of advancing the na tiona l economy on the b as is  of 

in ten s if ica t io n .

The problem s of re  sou rce -supp ly  would maintain th e ir  importance 

as  one of the m ajor problem s for development of the basic  in d u s tr ie s
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Table 1. Annual r a te s  of production growth in 1960-1985 (in %)

C h a ra c te r is t ic s 1960-1970 1970-1980 1980-1985

I. Total ind u s tr ia l  production 12.7 7 .8 4 .0

1. Mining of fuel (thousand 
tons of conventional fue l) 7 .6 3 5.51 2 .55

2. Mining of iron  ore  ( c a l 
culated  at 100% c o n c e n tra 
tion of m etal) 9 .68 2.48 0.47

3. P roduction  of e l e c t r i c  power 15.37 7 .46 3 .86

4. P roduction  of m eta ls : 

pig iron 8.37 2 .48 0 .5 0

s tee l 7 .7 4 2 .76 0.95

ro lle d  metal 8 .46 2 .76 0 .98

tubes 11.41 4.61 1 .34

5 . Chemical industry 28.5 12.5 6 .1 0

including production of 
m inera l f e r t i l i z e r s  (ca lcu 
la ted  at 100% concentra tion  
of useful e lem ents) 29.9 8 .9 6 .8

6 . P e trochem ical industry 18 .3 10.1 3 .40

7 . E ng ineering 22 .4 16.8 6 .8 6

including production  of 
device s 38.1 35 .0 10.7

11. A gricu lture 3 .8 1.1 2 .2

III. The m ajor economic indices 

1. G ros national p roduct 9 .5 6 .6 3 .8

2. P roduced  na tiona l income 9 .9 6 .3 3 .9

3. F ixed  a s se ts 13 .3 11.7 7 .3

4. T raffic  tu rn o v e r 10.9 7.1 3 .0

5 . Capital investm ents 9 .4 6 .3 3 .8

6 . Number of w o rk e rs  and 
personne l 4 .5 2.5 1 .0

7. P roductiv ity  of labour 8 .6 4 .7 3 .2
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S o u rc e s :  Narodnoe khoziaistvo  SSSR  v 1985 g. (National economy 
of the USSR in 1985) M .:  S ta t is t ik a  i f inansy , 1986, pp . 34--36, 128, 
14-0, 14-2, 143, 145, 157; Narodnoe khozaistvo S S S R  v 1980 g . M .:  
S ta t is t ik a  i f inansy , 1981, p .  164; Narodnoe khoziaistvo  S S S R  v 
1970 g. M .:  S ta t is t ik a  i f inansy , 1971, p .  205; Narodnoe khoziaistvo 
SS S R  v 1975 g. M . :  S ta t is t ik a ,  1976, p . 252.

Table 2. Dynamics of the p r im ary  r e s o u rc e s  and raw  m a te r ia ls  con

sumption (1% of mean annual increm ent of mining and o ther 

p r im ary  re so u rc e  production co rre sp o n d s  to "n" %% of output 

of secondary  s e c to r )

Industr ies 1960-1970 1970-1980 1980-1985

F ue l mining -  pow er production 2 1.35 1.51

Mining of iron  ore  -  to ta l iron  and 
stee l-p roduc tion 0 .85 1.11 1.49

Mining of raw  m a te r ia ls  for 
chem istry  -  b as ic  chem istry 1 .36 1.01 1.61

Mining of oil and gas -  
petrochem ical industry 1.01 1 .16 1.00

W ithdraw al of tim ber fo r  industry  
-  tim ber output 0.71 x) 0.Д

W ithdraw al of tim ber fo r  industry  - 
p a p e r ,  pulp and ca rd b o ard 8 .08 X X  ) 13.3

Production  of m etals  -  engineering 2.71 6 .08 9 .8 0

Chemical and petrochem ical industry  
-  production of m inera l f e r t i l i z e r s 1 .20 0.75 1.30

D ecrease  of metal consumption in 
national economy (without d ep rec ia 
tion) in % to the beginning of the 
pe r io d  under study no data 3 .9 2 .5
D ecrease  of pow er consumption p e r  
un it of p roduced national income , in 
% to the beginning of the period  
u n d er  study no data U . l 5 .5
D ecrease  of metal consumption p e r  u 
unit of p roduced national income , in 
% to the beginning of the pe riod  under 
study no data 18 10.8
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S o u rc e :  data of the Table 1; Narodnoe khoziaistvo S S S R  v 
1985 g. (National economy of the USSR in 1985) . M .:  S ta t is t ik a  i 
f inansy , 1986 , pp . 57 , 143, 148-149, 150-151.

x} 1% mean annual reduction  of w ithdraw al of tim ber c o rre sp o n d s  
to 1% mean annual reduction  of output of saw -tim ber.

XX^1% mean annual reduction  of w ithdraw al of tim ber co rre sp o n d s  
to 4.88% of mean annual in c rease  of output of pulp , p a p e r ,  and 
ca rd b o a rd .

in the U SSR fo r  the p e r io d  up to 2000. Taking into account the in 

c re a s in g  inputs of pow er, m a te r ia l  and f inancial r e s o u r c e s ,  labou r , 

re q u ire d  fo r  development of the n a tu ra l - r e s o u rc e  potentia l of the 

coun try , th is  problem can be effec tively  solved only with introduction 

of the in tensive c h a ra c te r  of re s o u rc e -u s e  in a ll  s e c to rs  of the 

economy.

The growing demand in n a tu ra l  r e s o u rc e s  should be met not 

through in c re a s e d  volume of mining, but through comprehensive in ten

sification of th e ir  u tiliza tion . H igher na tional p roduct p e r  unit of 

n a tu ra l  r e s o u rc e s  included into the economic tu rn o v er  a s  an ind ica to r 

of h igher level of intensity of th e ir  -utilization uplifts  the productive 

po tentia l of the n a tu ra l - re s o u rc e  fa c to r .  At the same tim e, implementa

tion of in teg ra ted  action aimed at the maximum possib le  u tiliza tion  of 

the useful components and p ro p e r t ie s  of the n a tu ra l  r e s o u r c e s ,  in 

cluding th e ir  r e -u t i l i z a t io n , would minimize w astes  and re s u l t  in r e 

ducing the pollution of the n a tu ra l  environm ent.

Adoption of the intensive way of re s o u rc e -u s e  is  linked with the 

need to r e s t ru c tu re  the v e ry  system of exploita tion of the n a tu r a l - r e -  

source p o ten tia l .  As the in itia l standpoint one should adopt the r e q u i r e 

ment of minimisation of the s o c ie ty 's  demand fo r p r im ary  p roduc ts  and 

raw  m a te r ia ls .  The main idea i s ,  e s se n t ia l ly ,  a s  fo llow s. The growing 

requ irem ents  of the national economy in n a tu ra l  r e s o u rc e s  can be met 

only through th e i r  comprehensive and in teg ra ted  u til iza tio n , by use  of 

the adequate techn ica l means and technologies; in c rea s in g  the productive
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potentia l of the n a tu ra l - r e  source  fac to r  by adoption of the intensive way of 

r e  source-exp lo ita tion  d e c re a se s  the n e c e ss i ty  of developing new so u rc e s  of 

raw  m a te r ia ls .  The minimum amount of n a tu ra l  re so u rc e s - to  be developed 

would, co rrespond ing ly , minimize the magnitude of extensive re  s o u rc e -e x 

p lo ita tion . H o w e v e r ,  the te r r i to r i a l  re la tio n sh ip s  of extensive and intensive 

type of exploitation of n a tu ra l  r e s o u rc e s  would be d ifferen t in va r ious  r e 

gions depending on the specific  fea tu re s  of th e ir  na tu re  and economy.

Another requ irem en t ot exploitation of n a tu ra l  r e s o u rc e s  and, 

sim ultaneously, a methodological approach to its  r e s t ru c tu r in g  r e f e r s  

to in terlink ing  the problem with the specific  p a t te rn  of economic a c t iv i

t ie s  in individual t e r r i t o r i e s ,  o r  more accu ra te ly  - with t e r r i to r i a l  

o rganization  of these a c t iv i t ie s .

The sc ien tific  ca tegory  " t e r r i to r i a l  o rganization  of economic 

ac tiv ity" r e f e r s  to in te rregu la tion  and in tercoord ination  of d ifferent 

ecorfomic ac tiv it ie s  w ith , f i r s t ,  e s tab lish ed  t e r r i to r i a l  s tru c tu re  of the 

economy, and second, with each  o ther in specific  te r r i to r ia l - fu n c t io n a l  

and o rg a n iz a tio n a l-s tru c tu ra l  fo rm ations. In re la tio n  to the system of 

n a tu re  r e s o u rc e -u s e  (F ig . 1} th is  means in te r  regula tion  and in te rc o o rd i

nation of the components E , SS  , O S , R and О in perform ing both individual 

and common functions of supplying n a tu ra l  r e s o u rc e s  for the economy.

This ca tegory  re p re s e n ts  the p ro c e s s  and r e s u l t  of in te rreg u la tio n  

and coordination of d ifferent economic ac tiv it ie s  within the fram ework 

of the spa tia l  s t ru c tu re  of national economy. The notion "p ro cess"  hei'e 

b e a r s  a double meaning. On the one hand, th is  is  a combination of 

success ive  re g u la r  changes in the o rd e r  of a c e r ta in  economic system - 

i t  i s ,  e s se n t ia l ly ,  se lf-o rgan iza tion  of the system of re s o u rc e -u s e  in 

correspondence  with i ts  specific  fe a tu re s .  On the o ther hand, one 

would b ea r  in mind an in teg rity  of de libera te  actions d irec ted  tow ards 

a c c e le ra t io n ,  d ece le ra t io n , suspension , o r modification of the n a tu ra l  

course  of th e ir  se if-regu la tion  (organiza tion ; p ro p e r )  . The genera l 

outcome of this p ro c e s s  is  the spa tia l system of in te r re la t io n s  between 

d ifferen t economic ac tiv ities  in the p ro c e s s  of r e so u rc e  supply to the 

national economy.
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F,

} <S>—NTP

Fz

6 dСa

F ig . 1. The system of use of n a tu ra l  re s o u rc e s :  F -  functions of dif
fe ren t  kinds of economic ac t iv i t ie s :  1 - exp lo ra tion , re c o v e ry  of
n a tu ra l  r e s o u r c e s ,  p rep a ra t io n  to th e ir  explo ita tion , including re p ro d u c 
tion , 2 - exploitation and reclam ation of n a tu ra l  r e s o u r c e s ,  3 - e x 
p loitation for production of pow er and p r im ary  p ro d u c ts ,  4- - use of 
power and p rim ary  m a te r ia ls  fo r  producing fin ished p ro d u c ts ,  5 - con
sumption of fin ished p roducts  meeting the req u irem en ts ;  E -  economic 
ac tiv it ies  perform ing the co rrespond ing  functions; SS  and OS - spa tia l  
and o rg a n iz a t io n a l-s t ru c tu ra l  forms of economic ac t iv i t ie s ;  R - developed, 
exploited and transfo rm ed  n a tu ra l  r e s o u rc e s :  О -  n a tu ra l - r e s o u rc e
po ten tia l,  1 -  exp lo red , r e c o v e red ,  and p re p a re d  fo r  development 
n a tu ra l r e s o u rc e s  (u n d e r - re co v e re d  portion  is  ha tched) , 2 - re s o u rc e s  
involved into the economic tu rnover (hatching co v e rs  th e ir  unwithdrawn 
p a r t )  , 3 -  r e s o u rc e s  p ro c e s s e d  into p r im ary  p ro d u c ts ,  therm al and 
e le c tr ic a l  pow er, 4- - r e s o u rc e s  p ro c e sse d  into final p roducts  fo r  con
sumption; W - w astes  of production a t d ifferent s tages  of development, 
exploitation and transform ation  of n a tu ra l  r e s o u r c e s ,  NTP - n a tu ra l-  
technogenic potential (unexploited portion  is  ha tched) ; a - s tream s of 
in te rac tio n , Ъ - s tream s of production in te rac tio n s  r e la te d  to n a tu ra l  
r e s o u r c e s ,  с - s tream s of th e ir  consumption, d -  feedback.
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The i r r e g u la r  c h a ra c te r  of the above d iscu ssed  in te r re la t io n s  

r e f le c ts  the independent and induced fa i lu re s  in the course  of spatia l 

o rganiza tion  of economic activ ities, and denotes, a t the same time, the 

uncoord inated  operation  of individual u s e r s  of r e s o u r c e s ;  th is ,  in 

tu rn ,  puts fo rw ard  one more requ irem ent as to the exploitation of the 

n a tu ra l - r e  source  po ten tia l.

H e re ,  we mean the need  to achieve an in tegra tion  of the economic, 

so c ia l ,  and eco logica l e ffic iency in exploitation of the n a tu ra l - re s o u rc e  

poten tia l in the fram ew ork of the genera l s tra teg y  of minimization of con

sumption of raw  m a te r ia ls  and p rim ary  p ro d u c ts .  This m eans , that the 

a s se ssm en ts  of economic effic iency of re s o u rc e -u s e  accord ing  to the 

c rité r ium  of "minimum expenditure - maximum final production p e r  unit 

of withdrawn m ate r ia ls"  should take into account the n e c e s s i ty  of
i

a llocating  additional means in o rd e r  to p rev en t the destructive  and 

polluting influence of resource- u s e r s  on the n a tu ra l  environm ent. The 

princip le  of eco logica l effic iency of r e so u rc e  use e s ta b lish e s  a close 

re la tionsh ip  between the problem of conservation  and reclam ation  of the 

n a tu ra l  environment and health  of population, the la te r  being the main 

productive pow er of the soc ie ty , h o ld e r ,  and, s im ultaneously, consumer 

of a ll  i ts  m a te r ia l ,  so c ia l ,  and sp ir i tu a l  v a lu es .

At p re s e n t ,  the ideas  of economic, so c ia l ,  and eco log ica l balance 

of development, of harm onised evolution of socie ty  and n a tu re ,  and in 

m ore n arrow  sense -  of the m ateria l  production and its n a tu ra l  b a s i s , 

a re  not new any m ore . H ow ever, there  is  s ti l l  no adequate conception 

n o r  adequate tools to implement these ideas  into p ra c t ic a l  l i fe .  An im

po rtan t step in th is  d irection  would be development of the econom ic-ge

ograph ica l concepts and p r in c ip les  of spatia l coordination of various  

economic ac tiv it ie s  taking into account the r e s o u r c e s ,  conditions and 

possib le  e ffec ts  in d ifferent geographical and socio-econom ic situation .

The ideal goal is  such a coordination of economic ac tiv ities  within the 

fram es of the adopted s t ra te g ie s  of re so u rc e  use that would eliminate 

con trad ic tions of, the economic, so c ia l ,  and ecologica l e ffec ts  e i th e r  to 

the co rrespond ing  im peratives of the socie ty , o r to the to ta lity  of
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n a t u r a l ,  econom ic, and social c h a ra c te r is t ic s  of a given t e r 

r i to r y  .

In view of th a t ,  of considerab le  importance is  to make an in

ven to ry  of the a lread y  e s tab lish ed  and newly em erging con trad ic tions 

of th is  type in the sphere  of r e so u rc e  explo ita tion .

These con trad ic tions  can be d esc r ib ed  by se v e ra l  spatia l 

c h a ra c te r i s t ic s :  n a tu ra l - r e  source  and ecologica l co n s tra in t;  u n d e r

u til iza tion  of the n a tu ra l - r e  source po tentia l and not optimal (not com

p le te )  u ti liza tion  of the m a te r ia l  and labour r e s o u r c e s ;  lagging of the 

soc ia l conditions behind the re q u ire d  le v e l ,  e tc .

R eso u rce  and ecologica l co n s tra in ts  a re  in te rp re te d  a s  lim itations 

imposed on development of an economic ac tiv ity  in th is  o r  that t e r r i t o r y  

by re so u rc e  ava ilab ility  o r  by ecologica l s itua tion ; elimination o r  

re laxation  of these lim itations through more intensive r e so u rc e  use 

would e n s u r e ,  re sp e c tiv e ly ,  the maximum contribution of the given 

t e r r i t o r y  to solving the national task  of re so u rc e  supply to meet the 

demands of economy, and to am eliorate human environm ent. U n d e r-u ti l i -  

zation of the n a tu ra l  r e so u rc e  po ten tia l and not optimal (not com plete) 

u til iza tion  of m a te r ia l  and labour r e s o u rc e s  imply ex is tence  of c e r ta in  

r e s e r v e s  for in c rea s in g  the productive potentia l as compared to the 

c u r re n t  lev e l .  Taking into account the p o ss ib il i ty  to substitute some 

re s o u rc e s  by o the r k inds , the above mentioned r e s e r v e s  a re  determ ined 

by the ke r e s o u rc e s  in specific  conditions. Lagging of soc ia l condi

tions behind the re q u ire d  level of development is  understood  as  a l i 

mitation imposed over the economic ac tiv it ie s  by soc ia l conditions: 

elimination of th is  fac to r  through am elioration  of fac i l i t ie s  in th is  o r  

that t e r r i to r y  in c re a s e s  the economic and social effic iency  of r e so u rc e  

ex p lo ita tio n .

F in a lly ,  the fourth problem in exploitation of the n a tu ra l - re  source  

potentia l is  the n eed  to coordinate more c lo se ly  the decision-m aking at 

the reg iona l lev e l .  An important issue  h e re  is  the r e s o u rc e  c ircu la tion  

between the w e s te rn  reg ions  including the U ra ls ,  and the e a s te rn  ones 

( l e t ' s  give them the conventional denominations "W est" and " E a s t " ) .
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The re c e n t  period  of national economic development with heavy 

predominance of re so u rc e  exploitation of the ex tensive type , was 

c h a ra c te r is e d  by in c reas in g  flows of raw  m a te r ia ls  and , co rre sp o n d 

ingly, in c re a se d  percentage  of raw m a te r ia ls  in to ta l c a rg o  tra ff ic  

(Table 3) . The flows of raw  m a te r ia ls  from E a s t  to W est became 

e sp ec ia lly  heavy. F o r  exam ple, since I960 to 1980 the volume of coa l, 

tim ber and fe r ro u s  m etals  t ra n sp o r te d  by ra ilw ays  in th is  d irec tion  

in c re a se d  2 -4  tim es, and in o ther kinds of p r im ary  p roduc ts  and raw 

m a te r ia ls  - s t i l l  m ore.

Of c o u rse ,  the re la tio n s  "W e s t" -"E a s t"  a re  much more com plicated 

than simply supply of fue l, pow er, and raw  m a te r ia ls .  F i r s t  of a l l ,  

they a re  complicated by "N orth"-"S ou th"  re la t io n sh ip s .  S econd , it was 

p roved  by theory  and confirmed by p ra c t ic e ,  that the functions of the 

E a s t  in meeting an im portant portion  of r e s o u rc e  demands of the W est, 

as  well a s  shifting of pow er and re c o u rc e - in te n s iv e  in d u s tr ie s  c lo se r  

to fuel-pow er and raw m a te r ia ls  r e s e r v e s  of the E a s t  a re  not in the 

le a s t  contrad ic ting  the idea of in teg ra ted  development of the la t te r .  

T h ird ,  in the p ro c e s s  of functioning of the national economic complex 

and d ivers if ica tion  of its  production s t ru c tu re ,  the W est and the E a s t  

have become the organ ica lly  in te r re la te d  and mutually complementary 

p a t te rn s  in spa tia l  o rganization  of th is  complex. H ow ever, owing to 

the h is to r ica l ly  developed d isc repancy  between location  of the productive 

and labour potential (mostly in the W est)  , and t e r r i t o r i a l  d is tribu tion  

of n a tu ra l  re s o u rc e s  (mostly in the E a s t )  , i t  is  the E a s t  tha t is 

charged  with the task  of a c c e le ra te d  development of i ts  n a tu ra l  r e so u rc e  

w ealth .

One can develop an im pression tha t a c c e le ra t in g  its  production 

potentia l and building new re so u rc e  a r e a s ,  among them in a r e a s  of 

limited a c c e ss ib i l i ty ,  the E a s t  thus becomes "guilty" of additional e x 

penditure fo r  re s o u rc e -u s e  that m aintains h e re  the predom inantly  ex ten 

sive c h a ra c te r ,  while the W est, pursu ing  the development tren d s  of 

technological re -equipm ent and reco n s tru c tio n  of the o pera ting  e n te r 

p r i s e s  re p re s e n ts  the main source of compensation fo r  th is  additional
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Table 3. Growth of ca rg o  tra ff ic  of raw m a te r ia ls  in 1960-1980

T raffic  in 1980 in % to i960

Commodities By a ll 
kinds 

of 
tra ff ic

By r a i l 
ways

By p ipe
lines

By
r iv e r

tra ff ic

By
ocean

tra ff ic

1. All commodities 223.9 197.8 438.8 270.1 300 .4

i . a .  raw  m a te r ia ls 238.1 198.8 438.8 273.5 283.8

Including:

n a tu ra l  gas 1216.4 - 1216.4 - -

oil and oil p roduc ts 361.9 279.9 482 .6 224.3 3 3 8 . l a

coal and coke 156.5 155.5 - 216 .3 138.1

all o re s

F e r r o u s  m eta ls 165.2 248.2 - - 238.7

tim ber and tim ber 
produc ts 88.7 88.7 - 450 450

m inera l c o n s tru c t io n  
m a te r ia ls 264.9 222.0 _ 79 ,7 268.2

m inera l f e r t i l i z e r s 563 .2 576.1 - 54 0 .0 187.9

2. P ro p o r t io n  of raw 
m a te r ia ls  in total 
t ra ff ic

84 .8 77 .8 100 9 0 .2 8 7 .9
90 .2 78 .2 100 9 1 .3 8 2 .9

S o u rc e s :  Narodnoe khoziaistvo SS S R  v 1984 g. (National economy 
of the USSR in 1984) . M .:  S ta t is t ik a  i f inansy , 1985, pp . 337 , 338, 
343, 344, 347.

a All liquid ca rg o .

^N um erator -  I960 , denominator - 1980.

expenditure  , thanks to i ts  more in tensive production and use  of 

r e s o u r c e s .  A ctually , th is  is  not so .  The magnitudes o f ,exp lo ita tion  of 

the n a tu r a l - r e  source  po tentia l in the E a s t  should be determ ined not by 

its  av a ilab ili ty , but by a c c e le ra te d  introduction of intensive r e s o u rc e -  

exp lo ita tion , predom inantly  in the W est, but in the E a s t ,  as  well (in
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its  more advanced re g io n s )  . In i ts  tu rn ,  tran s i t io n  to predominantly 

intensive re s o u rc e -u s e  in the W est, that a lso  r e q u ire s  additional ex 

p en d itu re ,  should ag ree  with the ac tua l ro le  of the extensive r e s o u rc e -  

u se  in i ts  to ta l volume, and not only in the E a s t ,  but in some reg ions  

of the W est, too. In o the r w o rd s ,  in the a ll-un ion  system of r e s o u rc e -  

use the W est is  the "en tran ce"  to the subsystem of the E a s t ,  and the 

E a s t  - the "en tran ce"  to the subsystem  of the W es t .  T h e re fo re ,  i t  would 

not be c o r r e c t  to formulate the reg ional a l te rn a tiv e s  of development of 

the n a tu ra l  re so u rc e  po tentia l within the g en era l s tra te g y , ignoring the 

re so u rc e  re la tio n sh ip s  W e s t-E a s t .

The above leads to the conclusion , that r e s t ru c tu r in g  of the system 

of exploita tion  of the n a tu ra l  r e so u rc e  po tentia l on the b a s is  of advance

ment of spa tia l o rgan isa tion  of economic a c tiv i t ie s  can p ro ceed  in dif

fe re n t  w ays. F i r s t ,  in the d irec tion  of e s tab lish in g  optimal spa tia l  p ro 

po rtions  among the in tensive and extensive types of resouce  exploitation 

and of th e ir  in term ediate v a r ia n ts ,  in co rrespondence  with the specific  

reg iona l conditions of n a tu re ,  economy, and so c ia l  situation . S econd , it 

is  possib le  to a l te rn a te  the s e c to ra l ,  functional, o rgan iza tiona l, and 

s p a t ia l - s t ru c tu ra l  form s of economic ac tiv itie s  aimed at development and 

exploita tion  of n a tu ra l  r e s o u r c e s ,  when these form s do not answ er  the 

specific  conditions. T h ird ,  i t  may be possib le  to d irec t  e f fo r ts  onto 

transform ation  of the in teg rity  of conditions fo r  re so u rc e  exp lo ita tion , 

taking as  the key object of influence e i th e r  n a tu ra l ,  o r  economic and 

soc ia l conditions, o r  the fo rm er and the la t te r  to g e th e r ,  depending on 

the specific  s itua tion , and the m a te r ia l  and technological r e s o u rc e s  

ava ilab le . F o u r th ,  d e libera te  action is  needed fo r  a c c e le ra t in g , e x 

panding, reduc ing , re d ire c t in g  the economic ac tiv it ie s  in coordination  

with the r e g u la r  tren d s  of se If-o rgan ization  and self-management of the 

system of r e s o u r c e - u s e .  F if th , i t  is  n e c e s s a ry  to optimize not only 

a ll  the complicated system of r e so u rc e  re la t io n sh ip s ,  but a lso  i ts  r e 

la tionsh ips with o ther s t ru c tu ra l  elem ents of the national economic 

p o te n t ia l .
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R e s tru c tu r in g  of the system of exploitation of the n a tu ra l - r e s o u rc e  

po ten tia l is  of spec ia l importance in the w es te rn  developed reg io n s  of 

the coun try . This is  due to s e v e ra l  r e a s o n s .  They include in c rea s in g  

shortage  of fuel and pow er r e s o u r c e s ,  raw m a te r ia ls ,  w a te r  and land 

r e s o u r c e s ,  and a lso  the leading ro le  perform ed by many of these r e 

gions in r e s t ru c tu r in g  of a ll  the national economy, due to the high 

level of e x p e r t ise  in development, both positive and negative , 

accum ulated by them.

In te r s e c to ra l  problem s of re so u rc e  supply re f le c t  d isagreem ent of 

the e s ta b lish e d  s t ru c tu re  of r e so u rc e  use with the r e s e r v e s  and 

ava ilab ility  of the n a tu ra l  r e s o u rc e s  under explo ita tion . At p r e s e n t ,  

the s t ru c tu ra l  shifts in the sphere  of r e so u rc e  use by in dustry  a re  not 

g re a t .  T hus , if one com pares the reg iona l units (not below the rank  

of o b las t)  in te rm s of calcu la ted  coeffic ients  of s t ru c tu ra l  changes'^ 

fo r  1960-1970 and 1970-1985, it  may be seen that in 4-2% of the 

t e r r i t o r i a l  un its  xmder study the r a te s  of s t ru c tu ra l  changes in the 

re c e n t  15 y e a r s  have d e c re a sed ,  as  com pared to the p rev ious decade.

This is  ex c lus ive ly  c h a ra c te r is t ic  of those reg iona l system s of 

r e s o u rc e -u s e  w here the coefficient of s t ru c tu ra l  changes was p r e 

v iously  m easu red  by values of the th ree  upper g radations of th e ir  

a r ra n g e d  sequence . More than 1 /3  of the to ta l number of reg ional 

system s of r e s o u rc e  use  did not ac tually  experience  any s t ru c tu ra l  

changes , and only le s s  than 1/4- them showed some a cce le ra t io n  of the 

s t ru c tu ra l  sh if ts .  On a whole, the r a te s  of s t ru c tu ra l  changes have 

been reduced  throughout most of the European  p a r t  of the country .

Coeffic ients  of the r a te s  of s t ru c tu ra l  changes w ere  ca lcu la ted  
fo r  the group of mining and re  so u rc e -p ro c e s  sing in d u s tr ie s  including 
p ro c e ss in g  of a g r ic u l tu ra l  raw m a te r ia ls  within the a g ro - in d u s tr ia l  
com plexes, using  the formula:

\ l\^fl 1
К =U > -— - 1, w here f^ and f - percen tage  of individual p r im ary

in d u s tr ie s  in to ta l in d u s tr ia l  output of a region in the c u r re n t  and in the 
r e fe re n c e  y e a r s .
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T h u s, in 1960-1970 56% of the reg ional system s under study had 

coeffic ien ts  of s t ru c tu ra l  changes within the two low er ra n k s  of th e ir  

g rad a tio n s ,  in 1970-1985 these accounted fo r  a lread y  71% of th e ir  total 

n u m b er.

D iscrepancy  between the lo n g -es tab lished  s t ru c tu re  of r e s o u rc e  

u se  and the changing re so u rc e  availab ility  and socio-econom ic situation 

w as g radua lly  agg rava ted  th e re  during the re c e n t  15-20 y e a r s .  This  

t re n d  may become even more pronounced in the fu tu re , if r e s t ru c tu r in g  

of the economy would be limited to s e c to rs  and e n te rp r i s e s  ignoring  

th e i r  re la tio n sh ip  with t e r r i t o r y .  C o-ex is tence  of contrad ic ting  se c to ra l  

and t e r r i t o r i a l  in te re s ts  accounts fo r the need to optimize the system 

of re la t io n sh ip s  " s e c to r  - e n te rp r is e  -  t e r r i to r y  -  socia l environm ent", 

because  it  i s  in th is  sphere  tha t new problem s a re  evolving, in 

p a r t ic u la r  re la te d  to exploita tion of r e s o u r c e s .  T h e ir  em ergence is  

p rede te rm ined  by the fac t tha t the s t ru c tu ra l  shifts tha t w ere trad itiona lly  

a p p rec ia ted  as  p ro g re ss iv e  -  re la te d  to ind u s tr ia l isa t io n  and p r io r i ty  of 

p roductive functions in genera l ( i . a .  those linked with u t i l isa tio n  of 

the n a tu ra l  re so u rc e  po ten tia l)  have lead  in the situation  of growth of 

t e r r i to r i a l  concentra tion  of production to the outcomes that oppose the 

so c ia l im pera tives . These include: de te r io ra tio n  of the environm ent; 

co n s tra in ed  w a te r  budget; inadequacy of the fu e l-raw  m a te r ia ls  base  

and h ig h er  cos ts  of its  explo ita tion ; w ithdraw al of lands from a g r i 

c u ltu ra l  use  and th e ir  fallowing; depopulation of r u r a l  a r e a s ;  low er 

e ffic iency  of cap ita l investm ents; d isp ropo rtions  in development of 

s t ru c tu ra l  elem ents of economic potential in individual re g io n s ;  in

s tab ili ty  of lab o u r .  Solution  to these problem s can only be found on 

the in te r s e c to ra l  lev e l ,  o r  more accu ra te ly  -  on the s u p ra se c to ra l  

level with implications fo r  the econom ic, so c ia l ,  and so c io -cu ltu ra l  

sphe re  s .

Comprehensive in tensifica tion  of exploitation of the n a tu ra l  r e 

source  po ten tia l of the E uropean  USSR that continues to maintain i ts  

ro le  of the la rg e s t  national consum er of n a tu ra l  r e s o u rc e s  would help 

to solve some of the problem s d iscu ssed  above. T h u s , lim itation on
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construc tion  of new cap ac ities  in heavy in d u s tr ie s  reducing  demands in 

fuel and pow er, raw  m a te r ia ls ,  w a te r  and land r e s o u r c e s ,  a g re e s  w ell 

with the ta sk  of r ig id  re  source-econom ising . To maintain the en v iro n 

m en t-p ro tec tiv e ,  bas ica l ly  soc ia l functions of the renew able r e s o u r c e s ,  

in some reg ions  it  may be expedient to c a r r y  out déconcentration  of 

production and espec ia l ly  d ivers if ica tion  of the economic functions. On 

the b a s is  of u tiliza tion  of the accum ulated w as tes  of production and of 

d ive rs if ica tion  of the s t ru c tu re  of r e so u rc e  req u irem en ts ,  i t  is  possib le  

to develop the te r r i to r ia l -p ro d u c t io n  complexes of a new type employing 

low -w aste  technologies.
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ANDRE Y I .  TREYV1SH

Institu te  of Geography 
S o v ie t Academy of S c iences  
M oscow , S ov ie t Union

CAPITAL URBAN-REGIONAL DEVELOPMENT AND ECONOMIC 

TRANSFORMATION OF MOSCOW CAPITAL REGION

Of specia l importance in the p ro c e s s e s  of m odem  reg iona l de

velopment a re  reg ions headed by cap ita l c i t ie s .  They a re  p laces  

w here decisions on key problem s of socio-econom ic development a re  

m ade, innovation c e n te r s ,  often model tes ting  grounds fo r  solving 

problem s both genera l and specific: in the field of t e r r i t o r i a l  p lanning, 

le isu re  o rgan iza tion , conservation  of na tu re  and cu ltu ra l  monuments 

e tc .  A lot of global phenomena of the p re sen t  day such a s  u rb an iza 

tion and its  transfo rm ation  into a la rge  scale  reg ional phenomenon, 

the sc ien tif ic  and technological revolu tion , information and management 

ex p los ions , a re  c lose ly  connected with the "cap ita lity  phenomenon" 

(Ekonomikogeograficheskiie probierni . . . ,  1 9 8 5 ) .  The ro le  of th is  

socio-econom ic and geographical phenomenon h as  been enhanced  as a 

r e s u l t  of the p o s t-w a r  growth of the number of independent s ta te s ,  

va r io u s  autonomies within them, the ad m in is tra tive -po lit ica l  in te r 

ference  in economy. At the same time, in cap ita l-c i ty  reg io n s  them

s e lv e s ,  a d isorganiz ing  e ffec ts  often take place due to the complexity 

of th e ir  s t ru c tu re ,  the g rea t  number of m anagers: po litica l and 

government o ff ices , departm ents , f i rm s , local au th o r i t ie s .  The m anage

ment faces  he re  new tendencies and forms of a c t iv i t ie s ,  the quick 

change of social p r io r i t ie s  and economic functions.
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D ifferent "cap ita lity"  a sp ec ts  can be reduced  to th ree  main se ts  

of notions and p ro p e r t ie s  (F ig .  1) , formal a t tr ib u te s  both official (the 

sta tus  of cap ita ls  and th e ir  adm inistrative t e r r i to r i e s  of fe d e ra l  d is 

t r ic t  type) and unofficial ( le a d e rsh ip ,  c e n tra l i ty ,  innovation po ten tia l)

C A P I T A 1 I I

functional aspect 
L E A D E R S H IP  & SUPREMACY

in narrow 
sense

political and. 
government 
guidanse of the 
country, dip
lomatic activity 
(capital func
tions proper)

ecological aspect 
S O C IA L  ENVIRQMEWT Q U A L IT Y

I
capital cities and 
capital regions: 
capital environment

in broad
sense ________________

7 change of progress 
determining func
tions, new deci
sions test, pion
eering and refer
ence aspects

"various functions, 
existance of "block- 
integrators" of dif
ferent kinds of ac- 
t̂ iV ltyraportапсѳ and significance' 

of demo-economic and socio
cultural potential

business style 
of relatione

increased profits 
and requirements

wide choice of 
opportunities in 
education, jobs, 
leisure, etc.

IN O F F IC IA L  
(unforma1 leaders)

territorial aspect 
CENTRALITY & OONC ENTRICHY

in narrow 
sense
official status 
of terr. unit, 
location of state 
power high bodies, 
embassies (capi
tal situation 
proper)

dispersed cen
trifugal and fo
cal centriperal 
processes* innova
tion diffusion, 
activity concentra
tion

in broad 
sens-;
— У

f inn er contrasts (сеп-л 
ter-periphery, etc.), 
concentric character 
of territ. structure

centrality (nodal, contact 
character) of the geegraphical 
situation

F ig .  1. Main, conceptual a sp ec ts  and o c c u rre n ce s  of "cap ita l i ty " .
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being im portant. Alogside offic ia l, there  e x is t  unofficial cap ita ls  of

d ifferen t l 'anks, m e tro p o lise s ,  a s  w ell as the so -ca lled  m ulticap ita lities

in coun tries  having federa tive  o rgan iza tion . The formation of capita l

reg ions  in connected with the p ro c e s se s  of cen te r  and region formation

in the country a t  a p a r t ic u la r  h is to r ic a l  s tag e . The experience  of

identifying such reg ions  for r e s e a r c h  and planning is  not r ich  y e t .

One of the exceptions is  the National Capital Region in Japan (about 
2

37 thousand km , 34 million people) which has  become an officially 

recognized  formation (Saxeha  and T y as i ,  1974-; W itherick , 1972) .

It is possib le  to d istinguish th ree  main types of cap ita l reg ions 

headed by national cap ita ls  accord ing  to the s ta tu s :  ( l )  absolute

le a d e rs  combining development "from city" and "from region" (M oscow , 

P a r i s ,  London, Tokyo e t c . ) ;  (2) interm ediate type of re la tive  le a d e r s ,  

whose development was provoked by large capita l c it ie s  but which is 

in fe r io r ,  to some o the r economic a re a  (reg ions  of W arsaw , B erlin  in 

the GDR, Rome, D elhi, K ie v ) ;  (3) specia lized  politica l le a d e rs  with 

cap ita ls  being situa ted  according to geographical orien ta tion  o r com

promise (B e rn , C a n b e r ra ,  O ttaw a, W ashington, B r a s i l i a ) .  Type 3 is 

absent in so c ia l is t  co u n tr ie s ,  types 1 and 2 a re  widely r e p re se n te d ,  

the author is believ ing , type 2 on the whole being more p re fe rab le  for 

la rg e r  coun tries  than type 1.

Both of them vividly dem onstrate p ecu lia r i t ie s  and problems of 

capita l reg ional development, its  dynamism, the high differentia tion  and 

in tegration of functions with the em phasis being made on high quality 

s e rv ices  fo r  a ll  the country . Such reg ions often serve  as  a model 

for reg ional development of the whole national economy. At the same 

time, the la rg e s t  cap ita l reg ions dem onstrate a number of t e r r i to r i a l -  

s t ru c tu ra l  anom alies. Absent here  r a th e r  often a re  cen te rs  of the 

second level of the C h r i s t a l l e r 's  h ie ra rc h y  with a h igher density of 

cen te rs  of low er ran k s  n e a r  the cap ita l (S h u p e r ,  19&Л) . This makes 

it difficult to implement decen tra liza tion  program m es which are  c a r r ie d  

out in a lot of cap ita l reg io n s ,  the more so that they a re  often 

surrounded by t e r r i to r i e s  c h a ra c te r iz e d  by low er level of socio-economic
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development. As a ru le ,  they lack large fuel and raw  m a te r ia ls  

r e s o u r c e s ,  with a g ro - re  so u rces  beeing m ediocre in qua lity . The main 

poten tia l of the region (a c c e s s ib i l i ty , pecu lia r  so c io -c u ltu ra l  medium, 

sp ec ia lized  manpower) is  monopolized by the cap ita l c i ty .  A good e x 

ample of the problem s in question p rovides  the study by the Sov ie t 

g eo g rap h ers  on Moscow Capital Regions (MCR ) .

T his  paper  deals with the re s u l ts  of one of the sec tions of that 

w ork devoted to the h is to r ic a l  in te r re la t io n s  of the func tiona l- industr ia l  

and t e r r i t o r i a l  s t ru c tu re s  of MCR. The s t ru c tu re s  a re  reduced  to the 

blocks of the leading functions of the reg ion  including p ro p e r  cap ita l 

ones and ne ts  of leading economic c e n te rs  together with M oscow. F o u r  

gen era lized  stages of the development of MCR have been d istinguished .

At the f i r s t  stage ( I4 th - l6 th  c e n tu r ie s )  the leading functions 

of MCR forming together with the cen tra l ized  R uss ian  sta te  were 

m ilita ry  and cu ltu ra l with supplem entary ro le  of ag r icu ltu re  and t r a d e . 

The Mongolian invasion caused  an inflow of population from the south, 

the ploughing up of a fo re s ted  p a r t s ,  the formation of a dense ne t of 

settlem ents (Lappo, 196 l;  M in tz , 196l e t c . ) .  L o c a l  m arke ts  formed 

a round towns and m on as te r ie s ,  but n a tu ra l  economy inhibited  trade  de

velopm ent. In these conditions, the capita l functions of M oscow, r e 

quirem ents of the court and church played an important p a r t .  A rad ia l  

plan of the city  re f lec ted  its cen tra l  position . H ow ever, forming its  

su rro u n d in g s ,  Moscow needed mostly sa te l l i te s  of defense c h a ra c te r  

p ro tec tin g  dangerous d irec t io n s ,  p a r t ic u la r ly  southern  and w e s te rn .  

L a te r ,  the system of to w n -fo r t re s se s  was used  to colonize new 

t e r r i t o r i e s  and became w eaker in MCR, some c e n te rs  d isap p ea red , 

o th e rs  became in d u s tr ia l - t ra d e  towns being s ituated  along roads 

leading from Moscow. The " r e a r "  ce n te rs  of the n o r th -e a s t  were the 

f i r s t  to acquire  a cu ltural-econom ic c h a ra c te r ,  some of them w ere  

im portant ideological and political b ranches of the cap ita l  (Syerg iyev  

P o sa d ,  A lexandrovskaya sloboda) . On the whole, the c e n te r s -  

sa te l l i te s  su rrounded  Moscow by a r ing  at a distance of 75-100 km 

with a b reak  in the e a s t ,  in M esch e ra ,  where it was inconvenient to
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plough up and which did not need m ilita ry  co v e r .  It is not typ ica l for 

the f i r s t  stage to have concentration  of subcen te rs  n e a r  M oscow . Though 

more than a half of la rge  towns of R u ss ia  w ere within MCR , 2 /5  of 

them having been p re s e rv e d  until now, the genera l appearance  of th e ir  

netw ork was d ifferen t from the p re se n t  one.

At the second stage (17th-19th c e n tu r ie s )  c la s s ic a l  economic r e 

gions a ro se  due to the development of the m arket and labour division 

between in d u s tr ia l  and a g r ic u ltu ra l  a r e a s .  The leading p a r t  of the 

Industr ia l  C entre  among them connected with the concentra tion  of popu

lation and c a p ita l ,  the prim acy in in te r io r  trade  re ta in ed  even a f te r  

the cap ita l  was t r a n s f e r r e d  to P e te r s b u rg .  D eprived of p a r t  of cap ita l 

functions, MCR re ta in e d  conditions for the development of b ran ch es  

based  on p e a s a n t s '  in d u s tr ie s .  A d isc repancy  between the few 

adm inistra tive towns and re a l  economic ce n te rs  having the typ ica l form 

of n e s ts  and bushes a r o s e .  At th is  s tage? development depended to a 

g re a te r  ex ten t on the reg ion  than on the cap ita l c e n te r .  The n e t of 

ce n te rs  " tu rned" to the e a s t ;  a paradox appeared^ defined by A. A.

Mintz (1961, p . 4-1) as  "a strange d isp a r ity  of the role of Moscow 

in the development of the region often called  M oscow  in d u s tr ia l  oblast 

and the situation of Moscow on its  p e r ip h e ry " .  The causes  of this 

asymmetry a re  as  follows: unfavourable conditions fo r  a g r icu ltu re  in 

the e a s t ;  the p re sen ce  of p ea t,  a fuel important against the background 

of regu la tions (u k a se s )  providing the c losure  of fac to r ie s  destroy ing  

fo re s ts  within a ra d iu s  of 200 v e r s t s  from M oscow; o rien ta tion  to the 

Volga trade  route  (a powerful fie ld  .of t r a d e - in d u s tr ia l  ac tiv ity  was 

c rea ted  between th is  route  and Moscow) ; the devastation  by w ars  of 

localities  to the w est from M oscow , a ttrac t io n  of these lo ca lit ie s  to 

P e te rsb u rg  as  its  a g ra r ia n  zone. The p ro f i le ,  size and form of the 

region at the second stage show a p a r t ia l  lo ss  of capacity  by i t .  The 

p re se rv a tio n  of its  unofficial a ttr ib u te s  (c e n tra l i ty ,  economic le a d e r 

ship) was p rovided  by a ll the complicated in d u str ia l  surround ing  of 

M oscow.
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At the th ird  stage (the I920s-m id-1950s ) Moscow again became 

the capita l and once more united R ussian  lands during the y e a r s  of 

the civil w ar  (B a ran sk y , 1927) . Then it  assumed the function of the 

b as is  of soc ia l is t  in d u str ia liza tio n . The la rg e -sc a le  in d u s try  of Moscow 

in c rea sed  the volume of its  production two times as fa s t  as  Moscow 

o b las t ,  10 times as fa s t  as  Ivanovskaia ob la s t .  Moscow broke from 

the surrounding  in in d u s tr ia l  s t ru c tu re :  before the revolution  it had 

two times as  many w o rk e rs  in the textile  industry  as in metal industry , 

but by 194-8 the p ic tu re  r e v e r s e d .  MCR gave more production than all 

the e a s te rn  reg ions  of the R ussian  F edera tion  (S aushk in , Glushkova, 

1983; T sen tra ln ii  ra io n , 1962) . It c re a te d  a new energy  b as is  using 

local second ra te  fuel. C arry in g  out na tional tasks  Moscow was in 

a h u r ry ,  it  could not w ait for o ther reg ions to support i t ,  fo r the 

system of labour division to be form ed. L arge te r r i to r i a l  shifts 

appeared  as e a r ly  as the p re -w a r  p e r io d . S ubcen te rs  began to con

cen tra te  around M oscow. H ow ever, the e a s te rn  and southern  

asymmetry inherited  from the second stage re ta in ed , it  even aggravated  

because of the a c c e le ra te d  exploitation of the brown coal (M osbas) and 

peat deposits n e a r  M oscow. G radually , negative consequences of the 

fo rced  industr ia liza tion  and management cen tra liza tion  m anifested them

se lv es .  The cen tr ipe tence  of t e r r i to r i a l  development in c re a se d  inspite 

of the e s se n t ia l  lim itations introduced in 1931.

The fourth (p re sen t  day) stage is  connected with a new functional 

shift which has made MCR the sc ien tif ic- techno log ica l basis  of the 

coun try . The growth of employment in science became of town-forming 

im portance. O ther n o n -in d u s tr ia l  functions began to p lay a sim ilar ro le .  

These shifts re fe lc ted  the functional typologies of region towns (Mintz 

and Khorev, 1959; Kopilov, 1976; Bukhanova, 1982): (a )  the growth 

of n o n -industr ia l  c en te rs  - from 16 to 20 and 33 in the chronological 

o rd e r  of typologies, i . e .  from 24% up to 46% of a ll tow ns, (b) d ec rea se  

of the net of pure ly  in d u s tr ia l  towns (from 76% to 54%) and inc rease  

of scien tific-p roductive  (6%-32%) ; (c )  a tendency of the m ajority  of 

towns which changed th e ir  p ro f ile , to be s itua ted  in the n e a re s t
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v ic in it ie s  to Moscow. A typology of a ll  the town-like settlem ents of 

the capita l ob last  (Osnovi teo r i i  1986) shows that industr ia l

c e n te r s  have re ta ined  the ir  e a s te rn  ex cen tr ic i ty ,  r e c re a t io n a l  ones - 

w e s te rn ,  while the situation of sc ien tif ic  c e n te rs  is  c h a ra c te r iz e d  by 

the g re a te s t  symmetry. As the youngest,  they a r e ,  on the av e ra g e ,  

c lo s e s t  to Moscow, while industr ia l  subcen ters  a re  the rem otes t.

A tendency towards overa ll  levelling of asymmetry in the t e r r i t o r i a l  

s t ru c tu re  is  observed: subcen te rs  in the w es te rn  se c to r  have the 

h ighes t growth r a t e s .  A g glome ra t io n a l  and superagglome ra tiona l 

p ro c e s s e s  have in c re a se d ,  a cen tra l  superagglom eration  (megalopolis) 

is  being c re a te d  on the b a s is  of 6 adjoining la rge-tow n agglom erations 

(Regionalni geograficheski . . . ,  1977, p. 76; P o lian , 1 9 8 5 ) .

From this b r ie f  review  the following conclusions can be made:

- The main s tru c tu re  determining ro le  is p layed not so much by 

cap ita l  adm in is tra tive-po lit ica l  functions themselves as  by the main 

kinds of m ass ac tiv it ies  connected with them at a p a r t ic u la r  s tage . 

"S a te l l i te  functions" a lso  determine the c h a ra c te r  of a net of c e n te r s -  

s a te l l i t e s .

New functions develop orig inally  in c lose assoc ia t ion  with cap ita l  

functions. As these functions diffuse widely in space , this link d is 

a p p e a rs ;  f inally , with the sa tu ra tion  of the region with in d u s tr ie s  

typical p rev iously  only for Moscow, the MCR acq u ires  the same 

"capita l"  type of economic s t ru c tu re .

- G rea t  shifts a re  observed  in the evolution of the subcen ter  net 

when functions change. The feedback effec t of a re c o n s tru c te d  

t e r r i t o r i a l  s tru c tu re  on functional s tru c tu re  in c re a s e s  as a p a r t ic u la r  

stage comes to its  completion, is  g rea tly  felt in the pioneering phase 

of the following one but then, again , the mobility of the t e r r i to r i a l  

s tru c tu re  in c re a s e s .  At the p re sen t  stage it is p a r t ic u la r ly  c lose ly  

connected with settlement sh ifts ,  the course  of u rban iza tion . A ccording 

to A . E .  Gutnov, the adaptation to the functional programme gives 

way to the "teaching effect" of se ttlem ent. The same author (1979) 

believes that the policy of decen tra liza tion  is most effective at the end
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of success ive  phase of the active growth of settlem ent c a r c a s s ,  i .e .  

when functional programme s change .

This should be taken into considera tion  when fo recas t in g  capital 

reg ional development; its  b a s is  must be the fo re c a s t  of function chmge , 

though it  is  not c le a r  how this can be done. As to the fu n c tio n a l- te rr i

to r ia l  changes, it is evident that the re  is  a p ro c e s s  of cen tr ifuga l lif— 

fusion of old functions with new in dustr ie s  and kinds of ac t iv it ie s  biing 

born  constantly  in the MCR c o re .  H ow ever, old in d u s tr ie s  can alsc 

behave d ifferen tly , revea ling  d ifferent kinds of "p u lsa tio n " . H ere  oie 

can distinguish  th ree  main phase kinds of t e r r i to r i a l  concentra tion : 

p rim ary  concentra tion  of new functions in foci with n e c e s s a ry  s ta r tn g  

conditions where the c o n tra s t  between the c e n te r  and p e r ip h e ry  ari.*es; 

re s id u a l  concentra tion  of developed functions a s  a r e s u l t  of the colli

sion of diffusion with in e r t ia  when the d ifferences " cen te r-per ipherV ' 

a re  smoothed out but a re  s ti l l  co n sid e rab le ; secondary  concentra tio i 

of t rad itio n a l functions (in m odernized form s) with the cen te r  acquiring 

an in c re a se d  ro le .

F igure  2 i l lu s t r a te s  a diagramme showing employment changes n 

th ree  large  in d u s tr ie s  with a step of 20-25 y e a r s  in 3-4- sp a tia l  cor- 

c e n te rs  of MCR and adjoining ob las t .  Science and scien tific  serv ice  

show he re  a vivid p r im ary  concentration  in Moscow and then in 

Moscow o b las t .  In a g r ic u l tu re ,  following the phase of active diffusim , 

a sh a rp  dec rea se  of the sca les  of ac tiv itie s  in the p e r ip h e ry  s tartec  

while they rem ained at the same level in Moscow ob la s t .  Its frac tio i  

in the number of a g r ic u l tu ra l  w o rk e rs  of cen tra l  ob lasts  of R u ss ia  las 

been in c reas in g  la te ly ,  which proves a secondary  concen tra tion . 

Employment in industry  fo r  a longer period  showed th ree  changes of 

the tendency: in 1867-1913 re s id u a l  concentra tion  of industry  ( p r e 

dominantly light in d u stry )  took place in MCR, by 1940 the re su l ts  

of the "m etallization" of industry  during the f i r s t  f iv e -y e a r  pe riods  

w ere fe l t ,  i . e .  secondary  concentra tion  was o b se rv ed , and then a mw 

phase of diffusion with a considerab le  re s id u a l  concentration  of in

d u s tr ia l  w o rk e rs  in MCR.
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F i g . I .  S pa tia l diffusion of employment in some b ranches  of the national 
economy of MCR and surrounding t e r r i to r i e s  
A - science and sc ientific  s e rv ic e s
В - ag r icu ltu re  (1897 and 1926 - economically active ru r a l

population; 1950-1983 - engaged in soc ia lized  economy)
С - in dustry  (1867-1913 - w o rk e rs ,  since 194-0 total employ

ment in production )
The size of c i r c le s  and r ings  co rresp o n d s  to 
the number of employed in zones:

  1 - Moscow (not shown when c h a ra c te r iz in g
ag ricu ltu re  )
Moscow oblast (gubern ia) 
a group of ob lasts  (gubern ias)  , the 
d irec t  neighbours of Moscow (including 
Ivanovskaia ob las t)
a group of oblast (gubern ias)  , ne ighbours 
of Mo scow oblast of the secondary  o rd e r  

(within the R ussian  F ed e ra tio n , without 
Mogilev and Vitebsk o b la s ts )

S hare  of employment in a given b ranch  in the total number of 
the population of zones, in p e r  cen t. 5  15 20
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A contrad ic tion  between s tr iv ing  for rap id  change of functions 

and th e ir  in e r t ia l  s tab ility  is  c h a ra c te r is t ic  of a ll  l a rg e - s c a le  towns 

and p a r t ic u la r ly  cap ita l re g io n s .  In MCR it is agg rava ted  by vast 

sc a le s  of ac tiv ity  concen tra tion . In spite of the m oral aging of a number 

of functions overloading the reg ion , they a re  re ta in ed  toge ther with r e 

spective se tt lem en ts , fixed a s s e t s ,  o rganiza tional c e l ls .  In the p a s t ,  

new functions w ere just  added to the old ones req u ir in g  additional 

r e s o u rc e s  to be drawn from outside. But th is  way is ha rd ly  acceptable 

now for the reg ion  supposed to se rve  as  a model of intensive develop

ment and not ex tensive growth (Lexin and S itn ikov, 1982 and o th e rs )  .

It is  in the in te re s ts  of MCR to ac c e le ra te  the n a tu ra l  p ro c e s s  of 

function rep lacem en t, to c rea te  space for p rim ary  concentra tion  at the 

expense of d ec rea s in g  the scale  of re s id u a l  concen tra tion . In o ther 

w o rd s ,  a s t r ic t  se lec tive  policy is  needed , elimination of many in

d u s tr ie s  incompatibile with a cap ita l reg io n , in spite of the fac t that 

th is  is  impeded by both the objective in e r t ia  of the in d u s tr ia l  

potentia l and the in e r t ia  of thinking.

The case is  d ifferent in the fields of sc ien tific-inform ational 

b lock , which a re  much c lo se r  to the phase of p r im ary  concen tra tion , 

a re  more labour-consum ing and sensitive  to the skill of w o rk e rs  than 

in d u str ia l  b ra n c h e s .  Secondary  concentration  in c rea se  c h a ra c te r iz e s  

a g r ic u l tu r e , some productive and non-productive fields producing con

sumer goods and se rv ic e s  of mass requ irem ent. A new inflow of 

w o rk e rs  to ca te r in g  se rv ic e s  is  expected  (S am borsk i, 1 9 8 2 ) .  The 

volume of paid s e rv ic e s  in M oscow, planned for the c u r re n t  five- 

y e a r  pe r iod , exceeds 5 billion ro u b le s ,  by a th ird  more than was 

re a l iz e d  in U zbekistan  in the p rev ious f iv e -y e a r  p e r io d , the population 

of U zbekistan being la rg e r  than that of all MCR. One should bea r  in 

mind that something like an inversion  of m acro industr ia l  development 

takes  place in the U S S R , when the q u a te rn a ry  sphere (p a r t icu la r ly  

science and management) has outstripped  in i ts  growth the te r t ia ry  

sphere  (o rd in a ry  s e rv ic e )  . The improvement of the la t te r  sp h e re ,  

bringing it up to the p re se n t  day level is  an important task  of all
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the coun try , conditions for i ts  so lu tion , as  u su a l ,  being c re a te d  

p r im arily  in the cap ita l reg ion .

As a se rv ice  b locks of the economy of MCR grow , th e ir  impact on 

o ther b ranches  is  fe l t ,  the modern type of reg iona l socio-econom ic 

entity  w ill m anifest i tse lf  more v ivid ly , being c h a ra c te r iz e d  by a close 

contact of taxons of production and settlem ent in th e ir  agglom erational 

fo rm s. It a p p e a rs ,  that in the n e a re s t  15-25 y e a r s ,  the t e r r i t o r i a l  dif

fe ren ces  in the level of living s tan d a rd , in f ra s t ru c tu ra l  sa tu ra t io n , 

se rv ice  quality  a s  well as  cen tr ip e ta l  p ro c e s s e s  in settlem ent w ill 

rem ain . The population of Moscow agglomeration is  likely  to re a c h  

1 4 -16 million people by the y e a r  2000 and not 2020 as  can be deduced 

from fo re c a s ts  of some design and development o rg an iza tio n s . Then, as 

the above con trad ic tions level out, a  de concen tra tion  of the population 

may begin . One cannot exclude a p oss ib ili ty  tha t th is  would be con

nected  with the estab lishm ent, in the f i r s t  q u a r te r  of the 21st cen tu ry , 

of a new type of reg iona l en tity , s o c io -c u l tu ra l , based  on p rinc ipa lly  

new means of communication and environment qualit ies  (G oltz , 1986) .
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