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Abstract 

We begin with a brief allusion to the failures and lacunae of 
regional development theory as formulated in the recent past. We 
then attempt to construct a simple vocabulary of regional 
development by defining basic terms and combining them into 
elementary analytical building blocks. The problem of the rise and 
fall of industrial localities is considered by means of three 
illustrative studies of nineteenth and twentieth century forms of 
regional development. The importance of institutions and cultures 
as means of coordinating regional develoment is stressed. We 
attempt to provide a theoretical overview of the history and 
geography of regional development in capitalism by way of a 
discussion of (a) the defining characteristics of periods of 
economic history, (b) the processes underlying the formation of 
places, and (c) the structure of pathways of industrialization and 
economic change. We end by addressing the problem of economic 
efficiency and social justice in a world where economic structures 
are to an ever increasing degree consti tuted as a mosaic of 
localized agglomerations bound together in networks of global 
transactions. 





1. WHY REOPEN THE BOOKS ON REGIONAL DEVELOPMENT? 

Regional development emerged as a major political question 

in the immediate pre- and early post-war period. In both 

Western Europe and the united states, various interventions were 

made over the 1930s to assist those regions which seemed unable 

to recover from the Great Depression; and then in the post-war 

years, an expanding series of programs was implemented in an 

effort to redistribute growth from leading to lagging regions. 

After the 1950s, many Third World countries also devised 

ambitious regional development programs aimed at promoting and 

diffusing growth. 

These efforts at regional policy-making were all informed by 

a common intellectual perspective, namely, a conception of 

capitalist economic growth as a process which tends to create 

highly developed core regions on one hand, and underdeveloped, 

dependent peripheral regions on the other. This core-periphery 

view of the development process was shared by economists, 

geographers, and planners across the political spectrum, though 

with different emphases on different sides of the political coin. 

As the literature on regional development matured over the 1950s 

and 1960s, we could find on the Left mOdels of unequal exchange 

and development underpinned by the classical notion of the 

international division of labor between manufacturing regions and 

raw materials producing regions (Amin, 1974; Emmanuel, 1972). 

Further to the Right, Borts and stein (1964) and Rostow (1961), 

among others, claimed that regional variations were simply 

expressions of differences in comparative advantages, and that 
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with perfect factor markets, regional income inequalities would 

become nothing more than temporary and self-correcting 

aberrations. And in the center, analysts such as Boudeville 

(1966), Hirschman (1958), Myrdal (1957) and Perroux (1950) 

identified various kinds of agglomeration/polarization effects as 

the main factors underlying core-periphery inequalities, while 

Lewis (1954) called attention to the low-wage labor surplus trap 

faced by poor regions. 

None of these viewpoints anticipated the processes of 

deindustrialization and decline which by the 1970s were 

dramatically evident in virtually all the major manufacturing 

regions of the united states and Western Europe; none anticipated 

the perplexing rise of a series of new production spaces in 

hitherto unindustrialized areas; and by the same token, few had 

much to say about forms of regional development in historical 

periods of capitalism preceding (or succeeding) Fordist mass 

production. In effect, none of these approaches was capable of 

accounting satisfactorily for periodic shifts in the geographical 

configuration of the capitalist world. Even such theoretical 

advocacies as the product cycle and the new spatial/international 

division of labor, which were explicit attempts to deal with the 

crisis conditions of the 1970s, failed to construct more than a 

very partial and limited view of the dynamics of capitalist 

regional development (cf. Frobel et al. 1980; Massey, 1984; 

Norton and Rees 1979). 

By the mid-1980s, it was evident that a number of new core 

and quasi-core regions in both the developed countries and in the 
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Third World had made their appearance. It was evident too that a 

number of older core regions, after a period of extended crisis 

and decline, were now forging ahead on the basis of a radical 

restructuring of their industrial foundations, as marked in part 

by the rise of new powerful engines of growth focused on business 

and commercial services. At the same time, many peripheral 

regions (especially in parts of Africa and Latin America) were 

yet more deeply caught in prolonged and stubborn crisis. 

These observations do not so much negate the work of 

previous generations of regional development theorists alluded to 

above as they call for a new synthesis. We propose in this paper 

to reconsider the problem of regional development by focusing 

above all on the contemporary puzzle posed by the marked re

agglomeration of production on one hand, and the globalization of 

economic flows on the other. The emerging world economy can in 

our view be thought of as a mosaic of specialized productive 

regions with complex localized growth processes which are 

nonetheless increasingly dependent on other regions. The 

architecture of our approach to this puzzle is necessarily 

complex, and involves three principal theoretical elements. 

These consist of: (a) the regulationist view of capitalism as a 

politically-coordinated and periodically-restructured system of 

production; (b) modern institutionalist and evolutionary 

economics with their various insights about the interrelations 

between industrial organization and the developmental dynamics of 

production systems; and (c) IIpost-Weberianll economic geography, 

with its twofold account of agglomeration and dispersal as rooted 
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in the logic of the division of labor. 

2. THE VOCABULARY OF REGIONAL DEVELOPMENT 

In order to begin this task of reconsideration, we need to 

identify some basic units of investigation. We therefore start 

off in a first round of analysis by elaborating a simple 

vocabulary of regional development involving such terms as 

plants, firms, linkages, complexes, agglomerations, regions, and 

the like; and in a second round, we seek to combine some of these 

terms into a simple - and as yet rather abstract - view of 

industrial systems seen as elementary organizational and spatial 

structures. From there we move into a broadly-ranging account of 

the changing historical and geographical structures of regional 

development over the course of the nineteenth and twentieth 

centuries. 

The fundamental units of analysis. At its most elemental 

level, any capitalist production system can be seen as a 

collection of plants or establishments (i.e. individual units of 

economic activity) embodying different combinations of capital 

and labor. Plants of a particular kind are often notionally 

aggregated into sectors, such as apparel, shoes, or electronics. 

One or several plants may also comprise a firm (i.e. a unit of 

ownership), and a firm may thus straddle several different 

sectors and geographical locations. Any given plant will have 

linkages to other plants in the form of physical inputs and 

outputs, subcontracting relations, information exchanges, and 

6 



other kinds of transactions. Where sets of plants are linked 

together in particularly dense webs of interlinkage we say that 

they form a complex, i.e. a network of functionally

interdependent production units. A given complex mayor may not 

also be locationally concentrated in geographical space, but when 

it (or a significant part of it) is concentrated in this way we 

then have an agglomeration, i.e. a spatially-polarized collection 

of interlinked plants. Lastly, a region for our purposes is 

constituted as any territorial aggregation of plants which 

partake of a common developmental trajectory, and often this will 

also involve some degree of overall regional coordination and 

governance. The plants within any given region may be 

geographically dispersed or agglomerated, and anyone region may 

contain a multiplicity of agglomerations. 

Figure 1 represents a schematic attempt to bring all of 

these basic units of analysis into mutual interrelationship with 

one another. At its simplest level, figure 1 is composed of a 

set of plants linked variously together in long and short chains 

(filieres) of transactional interdependence. sometimes these 

chains are purely local in extent, and sometimes they stretch 

between different agglomerations and regions. Individual firms 

are also shown, and in several instances these are made up of 

constituent plants that are distributed over widely scattered 

agglomerations and regions. Definite industrial complexes are 

discernible in the figure and parts of these complexes condense 

out in geographical space as transactions-intensive 
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agglomerations. At the same time, the agglomerations are never 

self-contained; rather, plants within them are always linked to 

more distant plants, whether in the same or other regions. 

Figure 1 thus takes our basic investigative elements and 

shows how they interrelate with one another both functionally and 

spatially. By the same token, figure 1 also clearly reveals that 

there can never in principle be a clear one-to-one correspondence 

between the functional and the spatial in industrial systems 

(i.e. an unambiguous correlation between such phenomena as 

complexes, agglomerations, regions, etc.). Rather these various 

phenomena are marked by a considerable degree of mutual overlap 

and interpenetration, and for the pruposes of what follows, we 

want to insist on this intrinsic fuzziness of our analytical 

categories. 

Organizational and spatial processes. Plants and firms vary 

not only in terms of the outputs they produce, but also in terms 

of their internal structure and their relations to a wider 

economic milieu. In particular, they tend to seek out to the 

maximum degree possible both internal and external economies. 

Internal economies, as the designation implies, are cost-reducing 

relationships internal to the plant or firm; and external 

economies are cost-reducing relationships that lie outside the 

boundaries of the plant or firm. Economies of both types break 

down into two sub-categories, related to scale and scope effects. 

Figure 2 shows how internal and external economies articulate 

with scale and scope effects via a set of basic genetic factors. 
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In general, figure 2 suggests that economies of scale are 

engendered by simple quantitative increases in levels of economic 

activity (e.g. internally in terms of tons of output, or 

externally in terms of number of individual producers); and 

economies of scope emerge out of the number of different kinds of 

activities undertaken (e.g. internally in terms of different 

tasks such as spinning, weaving, dyeing, and externally in terms 

of the variety of different producers in a complex or 

agglomeration). Note that diseconomies of scale and scope occur 

when expansion over the same respective dimensions brings about 

increasing average costs. 

The notion of external economies has particular relevance to 

the issue of regional development (cf. Scott, 1988a, 1988b) and 

so it calls for some further elaboration here. Two points need 

to be made. First, internal economies of scale may break down 

under certain circumstances (e.g. related to changes in 

technology or market conditions) giving rise to horizontal 

disintegration in which producers of anyone type become smaller 

and more numerous, thus tending to increase external economies of 

scale. Second, internal economies of scope also may begin to 

decay leading to vertical disintegration (or intensification of 

the social division of labor), thus promoting external economies 

of scope by the proliferation of specialized but interdependent 

producers. These types of disintegration may refer to either 

plants of firms, but here we shall take it that the most 

pertinent unit of investigation is the plant so that we are 
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dealing not just with a reshuffling of units of ownership, but 

with an actual recomposition of production as such. 

The reasons why horizontal and vertical disintegration may 

occur are many and varied, but one general factor of special 

significance for the present discussion involves the 

destabilization and increasing contestability of markets. In 

these conditions, large batch production of standardized products 

combined with vertical integration over an extended series of 

tasks becomes increasingly inefficient, and levels of 

disintegration will tend to rise. The net result is a shift of 

the production system in the direction of a complex of smaller 

specialized plants focusing on small batch outputs and able to 

move rapidly in and out of particular market niches. If, in 

addition, final output markets are expanding, the resulting 

complex is likely to become ever more differentiated in its 

internal structure in accordance with the smithian principle that 

the division of labor is limited by the extent of the market 

(Smith, 1776, 1937 edn.). Concomitantly, the shifting 

configurations of production will result in much instability in 

the transactional relations between producers. The net result 

of these processes of industrial complex growth and 

differentiation is rising levels of external economies in the 

production system at large. 

Thus, we may say in a highly preliminary way that a key 

element governing the shape and substance of industrial systems 

is the interplay between internal and external economies as 
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discussed above. This point may be driven home with the aid of 

of four simple illustrative examples defined in terms of their 

internal and external economies of scale and scope (see figure 

3). These examples are designated by representative cases, as 

follows: (a) the isolated workshop, (b) process industry, (c) 

disintegrated network production, and (d) large-scale assembly 

systems. Let us consider each type in turn. 

The isolated workshop type of industrial system is defined 

by low internal and external economies, and it comprises small 

relatively self-sufficient plants serving restricted markets. 

The process industry type is made up of large vertically

integrated plants, often very capital-intensive (hence marked by 

indivisibilities) and where production processes are organized on 

the basis of continuous or semi-continuous flows, as in the case 

of the petro-chemicals industry. Disintegrated network 

production involves systems of producers within an extended 

social division of labor, and it comprises mainly small plants 

locked together in transactions-intensive webs of interlinkage, 

as exemplified by the clothing industry of Los Angeles or the 

semiconductor industry of Silicon Valley. Large-scale assembly 

systems consist of big lead plants with significant levels of 

vertical integration, but where these plants are also linked 

upstream to many direct and indirect suppliers. Lead plants in 

these systems may be mass production units (as in the case of the 

car industry) or batch production units (as in the case of the 

aerospace industry). 
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Each of these types of industrial system is characterized by 

peculiar sorts of locational proclivities depending (in part) on 

its transactional characteristics. In general, it is evident 

that in industrial complexes marked by much interlinkage at least 

some producers will have a tendency to converge around a 

territorial center of gravity, especially where linkages are 

small in scale, unstandardized with respect to substance, and 

rapidly changing in space and time, and hence incur high unit 

costs. In this manner, the external economies created through 

disintegration are transformed into and consumed in the form of 

agglomeration economies. Producers without these sorts of 

transactional interrelations will be relatively more independent 

of one another in locational terms. In the light of these 

remarks, then, we would expect to find our first two types of 

industrial system - the isolated workshop type and process 

industry - in predominantly dispersed geographical patterns, and 

our second two types - disintegrated network production and large 

scale assembly industry - in clustered patterns. To be sure, we 

must add to these generalizations the proviso that locational 

outcomes are also conditioned by many other factors, such as 

resource availability, local labor market characteristics, 

political intervention, and so on. 

Each type of system may evolve over time in unexpected 

directions, sometimes even being transformed into another type. 

Actual examples of such evolutionary trends are provided by the 

shift of the Los Angeles film industry from a large-scale 
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assembly industry to a disintegrated network system (cf. storper 

and Christopherson, 1987), or segments of the shoe industry in 

the early part of the present century from disintegrated network 

production to something quite close to a process industry. An 

even more dramatic illustration would be the transformation of 

pin manufacture in an isolated workshop system (a la Adam Smith's 

"country craftsman") to disintegrated network production to 

recomposition within an integrated machine system resembling a 

process industry. 

Up to this point, the discussion has mainly involved a 

series of definitions and analytical examples in which we have 

emphasized the spatial and functional overlap of our different 

categories. As yet it is not theoretically rich enough to bear 

much real historical or geographical weight. Our task is now to 

build upon the bare scaffolding erected above, and then to 

proceed with the work of reconsideration of the theory of 

regional development. 

3. THE RISE AND FALL OF INDUSTRIAL LOCALITIES 

The abstracted organizational and locational dimensions of 

production outlined in the previous section refer to structured 

possibilities for the organization of production; these 

possibilities are in reality defined by and realized only when 

they are constituted in the form of historically- and 

geographically-specific technological-institutional systems. 

These latter involve: 
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(i) an evolving technological system; 

(ii) labor markets and industrial relations, including 

industrial politics and the socialization of labor; 

(iii) managerial cultures and norms; 

(iv) market structures and forms of competitition; 

(v) regulatory institutions at sectoral, regional, 

national, and international levels. 

Not all forms of industrial complex described in section 2 can 

exist within all forms of technological-institutional system; 

however, a considerable range of possible matches may exist in 

practice. For example, in the early part of the present century, 

large-scale assembly systems were found in the u.s. and Western 

Europe matched to a Taylorist technological-institutional 

structure consisting in part of competitive product markets, 

wage repression, and relatively unregulated financial markets and 

trade relations. In contrast, by the middle of the century, 

similar production complexes began to be embedded in a Fordist 

structure - one promoting oligopolistic product markets, rising 

real wages and unionization, regulated financial markets, 

stabilized trade relations, and a more rapid technological 

replacement of labor by capital (Aglietta, 1976; Bowles, Gordon, 

and Weisskopf, 1983). 

Of particular interest are those matches that we find in given 

times and places which constitute leading edges of development. A 

technological-institutional system may be said to represent the 

leading edge of development when the industrial sectors which 
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embody it (a) account directly or indirectly for a major share of 

total employment, or (b) are significant foci of growth, 

innovation, and new investment, or (c) constitute technological, 

organizational, or managerial paradigms in the sense that they 

are widely identified as developmental norms in the economy at 

large. 

In the history of capitalism, these leading edges have 

typically developed in such a way that particular regions emerge 

as their core areas, and hence those of capitalism itself. These 

core areas have typically been composed of large agglomerations 

of capital and labor, variously interconnected with more 

extensive spaces of development. Each of these geographical 

domains will contain various elements (including hybrids) of the 

four major types of industrial system laid out in Figure 3. Let 

us now look at three major illustrative examples. 

Nineteenth century mill and workshop complexes. Much 

industry in the nineteenth century was marked by low internal and 

high external economies of scale and scope, or what we have 

labelled "disintegrated network production." These systems of 

production were often tightly agglomerated and closely 

articulated with workers' residences, and out of this grew forms 

of dense urbanization typified by the mill town and the large 

manufacturing city. A multiplicity of examples comes to mind, 

among which we may cite the cotton industry in Lancashire, the 

Massachusetts shoe and leather industry and its neighbor, the New 

England textile industry, the silk producers of Lyon, cutlery 
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production in Sheffield, hardware manufacture in Birmingham, the 

gun and machinery industries of Hartford and the surrounding 

Connecticut River Valley, the clothing and jewelry complexes of 

New York City, and Philadelphia's cotton weaving complex. To be 

sure these agglomerations were also matched by large mills at 

dispersed locations, often in association with a company town 

dominated by one or a small number of large plants, as in the 

case of Amoskeag in New Hampshire (though such plants did not 

account for the majority of employment or output). 

In these agglomerations, production tended to occur in 

innumerable workshops, characterized by high levels of vertical 

disintegration, where specialization and the division of labor 

reinforced each other. These places were major centers of 

technological and commercial innovation, where new production 

technologies were continually modified, and new entrepreneurial 

opportunities seized. They were also characterized by a massing 

of working populations, with skilled crafts workers and unskilled 

factory hands living in neighborhoods which were closely 

associated with workplaces. 

In the early years of the development of this system, 

regulatory structures consisted in high degree of competitive 

markets together with a variety of experiments to deal 

collectively and/or paternalistically with the social 

predicaments created by this same competition (factory 

legislation, company towns, and the beginnings of urban planning 

figure prominently here). By the end of the century, state 
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intervention was established across the social and economic 

spectrum to deal with many of the irrationalities of the mill and 

workshop economy in economic, social, and urban-geographical 

terms. 

Throughout the period, there were struggles among different 

groups of producers, as well as between capital and labor, over 

the developmental trajectory of the system. Early on, some 

producers sought to introduce concentration and oligopolistic 

competition by seizing control of distribution systems and 

attempting to eliminate their competitors (Scranton, 1983; Sabel 

and Zeitlin, 1985). After the depression of the 1870s and 1880s, 

in the last decade of the century these forces gained the 

advantage, and large scale mechanization, big companies, and 

industrial concentration penetrated many of these sectors, 

including textiles, shoes, machinery, and guns. In the 

concomitant economic restructuring, many agglomerations began to 

break up and plants to disperse as production units became larger 

and external economies of scale less important, as in much of the 

New England textile industry or the Birmingham gun industry. 

other agglomerations simply stagnated as mass markets uncercut 

their products, as in the case of Philadelphia's cotton industry. 

still others continued, over the twentieth century, to sell to 

specialty markets, as in the cases of Lyon or Sheffield, but they 

produced at a much smaller scale than their nineteenth century 

forebears. 

Twentieth century Mass Production Regions. From the late 
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nineteenth century on, many sectors in the American economy 

witnessed rapid increases in scale and scope, and in the early 

part of the present century this tendency was further accelerated 

by the invention of the moving assembly line. In the car, 

domestic appliance, and machinery industries, final production 

plants became much larger as a result. In the extreme, certain 

large assembly industries in effect turned into process 

industries as flows became continuous and internalization - i.e. 

vertical integration - virtually complete. Thus, in the 1920s, 

Henry Ford's River Rouge complex, producing the Model T car, took 

in iron ore and coal at one end and put out cars at the other, 

with the levels of standardization and throughput permitting 

continuous utilization of capacity and facilitating the flows of 

intermediate components; in the end, the production process at 

River Rouge was not very different, in organizational terms, from 

that of a modern petrochemicals complex (Hounshell, 1984). 

Many durable goods industries nonetheless exhibited high 

levels of externalization of production in the form of purchases 

from subcontractors or independent suppliers, or consumption of 

intermediate inputs manufactured in separate production units of 

the main lead plant(s). Externalization was in part a 

consequence of the large number of independent components 

involved in producing durable goods, but it was also encouraged 

by increasing product differentiation after the Model T period. 

Differentiation increased the number of components in outputs 

while exercising downward pressure on quantities of throughput 
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for such components, and hence the typical organizational and 

locational model for industry came to be the growth center 

focused on large growth pole industries with many backward 

linkages. A small number of core mass production regions emerged 

in the mid-twentieth century, such as the upper Midwest in the 

united states (and nearby areas of ontario in Canada), and the 

area stretching from the Midlands through northern France and 

Belgium to the Rhine-Ruhr in Europe, with outliers in north-west 

Italy and southern Sweden. The system of mass production was 

thus associated with large-scale urbanization, due to the massing 

of the workforce of the lead plants and their dependent 

satellites. The rapidly growing cities and regions associated 

with this system were nonetheless only rarely the same ones which 

were at the center of the earlier mill and workshop economy. 

From the 1920s down to the 1960s, a set of institutions and 

practices was constructed to regulate production and its social 

and economic effects, resulting in a technological-institutional 

system known as Fordist mass production. Though the regulatory 

apparatuses that were installed had certain important differences 

from place to place within the advanced capitalist world, they 

nonetheless consisted of the same basic elements. One such 

element was the strongly oligopolistic structure of industry 

which was encouraged by large-scale markets and rising barriers 

to entry. In addition, a specifically Fordist pattern of labor 

relations and labor markets was established by the institution of 

collective bargaining in virtually all the major mass production 
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