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Corporate Power in the New Urban Economy


Santa Barbara’s balancing act—between having a fast-growing economy with high-paying jobs and following environment-friendly practices—is teetering.

The city’s challenges—from a record-low housing inventory to numerous development proposals on the waterfront—demand a careful but a fast-acting plan, according to economic and environmental officials.

Otherwise, they say, the “trend-setting” city could be troubled....

Economic and environmental experts agree that high-tech industries are the key.  Such companies—from software designers to medical device manufacturers—have been economically and environmentally friendly employers, compared to most other industries.

Since at least the 1970s, city dwellers, activists, politicians, businesspeople, and scholars have grappled with what the “new economy” portends for urban economies and politics.  Most certainly, traditional manufacturing under the guise of big business has given up its privileged role, at least in cities of the developed west.  In these places, corporations have downsized employees, outsourced production to suburban peripheries and overseas, and employed other “flexible” strategies that signal the surrender of the stolid corporation to the competitive imperative.  The local ties forged by factory town legacies and appreciative locals seldom outweigh the bottom-line factors that motivate big business to relocate for more profitable locales.  As the deindustrialized landscapes of the northeast United States and western Europe illustrate, the flight of industry has devastated many urban economies and weakened the institutions and services that anchor local life.  These episodes underscore the urgency and insecurity with which localities seek to appease the rootless corporation in the new economy.

A closer look reveals that in the wake of traditional manufacturing’s flight, some cities and regions have experienced new fortunes as bastions of business services, technology and lifestyle sectors.  In thriving regions like Southern California, urban leaders have seen their communities revitalized by the prosperous edge of an economic restructuring which they did not bring, but from which they benefit nevertheless.  Three industries in particular are especially thought to provide some fortuitous combination of environmentally benign industry, local tax revenues, high wages, local job creation, and sustainable economic development.  First, information technology pervades and mediates social and economic relations; within this broad category, the design of software, computer architecture, and Internet infrastructure services (henceforth simply called software in this work) offers the fastest-growing source of job creation and skill-enhancement.  Second, motion pictures, television programs, and recorded music increasingly fill the daily routines of the world’s inhabitants; their production and commercial release (henceforth, entertainment) stimulate an array of aesthetic, technological, craft, and management activities.  Third, tourism occupies an increasing amount of consumers’ leisure time, and its provision circulates visitor dollars through local restaurants, hotels, stores, and services. 

Although these sectors have undoubtedly created important social goods in the regions and cities they inhabit, how such goods end up being locally distributed is an open question familiar to urban studies.  Much research has shown that local wealth most often subsidizes private profit through a so-called “pro-business” climate, thanks to the recurring hegemony in local politics of the traditional urban business community: traditional industry as well as local firms in real estate, banking, utilities, business services, and retail, to name the major sectors.  Less frequently, local wealth supports social services, urban amenities, and environmental quality, particularly when community activists can successfully challenge the traditional urban business community’s privileged role in local affairs.  Economic restructuring has been thought to make these successes less likely, since capital’s increasing rootlessness undermines the fiscal source of liberal urban policies and legitimizes the conservative policies of the entrepreneurial city.  The transformations of urban life witnessed New York City and San Francisco suggest a dubious legacy in new economy hotspots: widespread gentrification, unplanned redevelopment, and the erosion of place distinction.

Other recent evidence suggests the feared clash between “the new corporate elite versus the grassroots” may actually play out to the benefit of urban activists and sustainable cities.  Popular concerns about the creation of a rootless corporate class are apparently soothed by the visible affinities of educated workforces and tourists for urban and environmental amenities.   The 2000 US Presidential elections revealed corporate support for liberal candidates, as exemplified by Hollywood and Silicon Valley contributors to Democratic campaigns.  A new wave of philanthropy has given nonprofits and the media cause to understand the interests of the “suddenly wealthy” in traditional charities, educational institutions, and community organizations.  For these and other reasons, not just the traditional urban business community regards the local growth of software, entertainment, and tourism to be a desirable end.  Sometimes even residents and community groups accustomed to fighting local growth coalitions over their vision of community sometimes pin great hopes on these forms of economic development, since in many ways these sectors seem to value their efforts at preserving amenities and fighting for local justice. 

Given these apparently contradictory legacies, it is urgently useful to interrogate the urban perspectives and civic interventions of corporate elites from new economy sectors, since these the arguments of both new economy optimists and skeptics leave these as unexamined assumptions.  What are the political interests of software, entertainment, and tourism firms in the cities where they concentrate?  How do these interests mesh with the “pro-business” agenda of the traditional urban business community?  How do new economy business and politics sustain and/or transform the usual processes and constituencies of urban politics?  I pose these questions in the very places where new economy companies have moved onto Main Street and, in some cases, crowded out the “old guys” from the traditional urban business community.  In this book I investigate: Do firms and business leaders in software, entertainment, and tourism behave in local politics any differently than the traditional urban business community?  Because the traditional urban business community usually advocates a conservative, pro-growth agenda, the stakes for change include more democratic and progressive possibilities for local politics.  

TRADITIONS OF LOCAL BUSINESS GOVERNANCE


Socially enlightened, post-materialist, environmentally concerned: these are various traits which many activists hope, and many scholars hypothesize, explain the difference made by the “post-industrial” generation, if not its business leaders.  To be sure, quite a few of the CEOs and leaders I interviewed for this book viewed their community outlook in such bold terms.  However, I situate whatever local effects their “enlightened” perspectives make in the context of business interest to acknowledge how capital accumulation sets corporate priorities in the last instance.  About 150 years ago, Karl Marx observed that capitalism’s competitive imperative compelled employers, regardless of their individual altruism, to exploit workers.  Scholars have since extended Marx’s structuralist premise to understand capitalist imperatives lay the basis for the social organization of a variety of arenas, of which the most relevant for this book is the urban economy from which local business makes profits and big business produces goods and services for export.  In regards to the hopes placed on the “new guys,” Marx’s insights suggests that any progressive or environmentalist convictions espoused by business leaders is so much empty rhetoric unless the way they do business gives them a structural incentive to act upon these convictions.  


My intellectual perspective in this book is urban political economy, which I understand as combining two particular strands of inquiry.  The neomarxian strand examines how economies generate wealth for capitalists and how social contradictions result from this process of capital accumulation; it follows from Marx’s premise of the economic organization of class conflict, his concern for the specific economic interests of different industries and business types that constitute the capitalist class, and his contention that “the ideas of the ruling class are in every epoch the ruling ideas.”  Because Marx’s analysis began at the macrostructural level and gave little role for the autonomy of politics or ideology, the neomarxian inquiry by itself lacks a valid theory of power and, specifically, the historically contingent ways that capitalists enforce their interests upon the rest of society.  The neoweberian strand takes up these issues; it follows from Max Weber’s premise that politics and governance are ultimately separate from the economy and his concern for the social construction of legitimate authority.  Fusing these two theoretical perspectives, urban political economy posits that urban governance exceeds the boundaries of urban governments.  Politicians, community leaders, residents, and other public actors must come to terms with the private resources and particular legitimacies that corporations and other private actors wield to shape local economies and in turn the conduct of local life.

The traditional urban business community

What is it about the business of the traditional urban business community that generally makes its political interests conservative?  The explanation begins by deconstructing this business group into particular fractions of capital based on their circuits of capital accumulation, that is, the specific sites where they realize profit from goods and services.  At the risk of oversimplification, the traditional urban business community can be classified into local and non-local circuits.  On the one hand, firms in real estate, banking, utilities, routine business services (like law and accounting), and retail usually serve a market of residents and other businesses that is territorially limited around these businesses’ local bases of operations; this quality makes these firms “locally dependent” upon on the local economy that anchors this market.  On the other hand, manufacturing and more specialized service industries export their products to consumer and businesses whose purchasing capacity exceeds any single site of business activity; the popular reference to these latter firms as “big business” invokes this quality of local independence.
  Below, I address the political interests of locally dependent firms, taking up the corresponding issues for big business in the next sub-section. 

In a competitive environment, increasing market size leads to greater profitability.  For locally dependent firms, increasing market size follows from urbanization, development, and local growth, a structural imperative that casts these firms as specifically growth dependent.  For instance, developers, landlords, construction firms, and real estate agencies profit from rents derived from land; local growth makes rents appreciate and thus increases exchange values for these businesses.  Non-rentier industries like newspapers, utilities, and local banks depend on expanding customer bases and therefore profit indirectly from expanding local populations.  At an abstract level, growth dependent firms’ business imperatives are political, insofar as growth boldly prioritizes the distribution of urban wealth to some ends and not others.  However, these firms have an even more concrete and direct stake in local politics, since their dependence on local markets and growth makes them economically sensitive to local government’s regulatory power over land use.  For these reasons, their collective political interests lie in promoting what capitalists call a “pro-business” climate that reduces as much as possible local governments’ capacities to intervene into and impose exactions on business activities.  Interventions targeted by the “pro-business” climate include environmental regulations, growth controls, rent control, mass transit bonds (except to bring suburban commuters into cities), and at the extremes land-use zoning in general.  Growth dependent firms’ interests in diminishing such governmental interventions is what characterizes their politics as conservative, although usually not to such a principled extent that would discourage governmental interventions promoting urban growth and private profit (for example, subsidies to developers, tax abatements for new industry, or bonds to secure infrastructure like highways and water).  

According to the urban political economy perspective, growth often comes at the expense of local residents by disrupting the settings for their local rounds, congesting traffic and schools, reducing budgets for social services, and creating a political culture that dismisses any concerns construed as hostile to business interests.  In this way, growth dependence reflects a structural antagonism between business and residential interests (or what neomarxists call the exchange and use values of places) that sets the stage for conflict in local politics.  Locally elected officials find themselves in a special bind; although they can profit electorally by riding the waves of voter mobilization against growth, their governments depend on growth via tax revenues.  A vast body of urban research suggests how government leaders typically resolve this dilemma: they usually join businesses in growth coalitions that systematically promote the cause of growth across other contentious, yet less systematic, concerns of locals.  In even the most open of local governments, growth coalitions impose their agenda over opponents with what Clarence Stone has described as systemic power, or the superior organizational capacity to capture the attention and agendas of local decision-makers.  Developers, for instance, hire technical experts and lawyers and invite local business representatives who dominate discussions at city hearings by their (paid) persistence.  Campaign contributions to elected officials and a revolving door of employment between business and government let growth coalitions advance their agenda within local government.  Outside the governmental arena, growth coalition leaders frequently preside over local charities and other civic organizations where elected officials and other local opinion-setters can be found.  Through these modes of participation, over time business leaders and firms in the growth coalition become repeat players in the formal and informal environments for local decision making.  By contrast, few neighborhoods or communities that oppose growth can marshal the resources needed to counter growth advocates, and bringing a successful halt to a specific growth project does little to stop the systemic promotion of growth in general.

To be sure, locally dependent firms vary in whether and how they participate in growth coalitions.  Some businesses depend on existing environments—for example, a pristine outdoors for recreational equipment suppliers, an existing stock of vintage housing for architectural preservation specialists—that growth can impair.  Many locally owned businesses compete with local branches of corporate chains, such as “big box” retail outlets or national banks.  In the “quality of life” politics that galvanize many communities today, these issues can often rally some businesses against particular forms of growth and potentially split growth coalitions.  For urban scholars, when, where, and how this happens is an empirical question that highlights how other structural imperatives besides growth dependence affect urban politics.  

Although the answers to this question vary from place to place, the evidence suggests that two factors tend to minimize divisions among growth coalitions.  First, these other business imperatives do not necessarily cut against the structural interest in growth more generally.  “Smart” or otherwise preferable forms of growth can quell potential business opponents: an increase of residents who live in lively “urban village” settings or are environmentally active, for example.  This is one reason why growth coalitions vary across places in the kind of capital investment they prefer; some seek out industries like high-technology that pay workers good wages to buy expensive homes and pursue refined tastes, while others opt for low-value development (e.g., waste land-fills, noxious industry) with dubious employment and revenue benefits.  Second, the dynamics of collective action can undermine even the most rational of individual actors’ goals, such as an opposition to growth.  As I explain below (see “Cooperating in a traditional civic network”), the growth coalition’s collective institutions can impose costs upon potential defectors and encourage quiescence before the “pro-business” agenda.

The role of big business


How does big business relate to these patterns of community power and pro-growth advocacy?  Export sales by big business yield profits that makes possible further capital investment in production; when this investment needs a physical location, it is “inwardly invested” in places in the form of factories, branch offices, or some other local infrastructure.  By doing so, capital investment forms the primary base for the surrounding local economies, even though this is largely an accidental consequence for business, extraneous to its locational interests in particular places.  In fact, rent, wages, and other local operating costs cut into profits, and so in a competitive environment big business has a structural aversion to getting “stuck” in expensive sites of production.  Nevertheless, at the onset of industrialization, other forms of local dependence often outweighed big businesses’ interest in relocation.  Industry often sank substantial costs in physical plants and depended locally on access to technological infrastructure, consumer markets, and labor markets.  Big businesses also had origins in particular localities where founders and executives were often regarded as local “first families”; sentimental attachments for their hometowns gave big business another source of local dependence.  

As communications and transportation advances extended capitalism’s reach throughout the world, the subsequent rise of the multinational corporation brought an end to this locally dependent era of big business.  By the second half of the 20th century, economic restructuring further changed the guise and impacts of big business in localities.  Service sectors assumed the same primacy as conventional industries in many urban economies.  Starting in the 1970s, the competitive imperatives that scholars associate with flexible accumulation or, alternately, post-Fordism dissolved the organizational bonds of industrial activity, so that several small and specialized firms might perform the same work that would formerly be internalized within a single large enterprise.   Consequently, a big business is not necessarily big these days, at least in terms of workforce or capital assets.  Nevertheless, export-oriented firms (or what I will sometimes call core firms) continue to lay the primary base for urban economies, and so growth coalitions still seek their local investments in order to set in motion local growth and profits.

Big business thus has different interests in local growth than growth coalitions.  Occasionally the profitability of corporate real estate investments may be tied to local growth.  Otherwise, multinational corporations are not growth dependent in the local sense, since they produce goods and services for non-local markets.  Instead, as Harvey Molotch observes, big business’s “indirect interest is perhaps in the existence of the growth ideology rather than growth itself.”  Big business benefits when growth coalitions seek to stimulate growth with a “pro-business” climate of public subsidies, lower taxes, less expensive real estate, fewer regulations, lower wage levels, no unions, and so on, since these can potentially reduce local operating costs.   Furthermore, in its individual and collective dominance over local economies, big business has an advantage in power that can compel localities to adopt a “pro-business” agenda.  If they fail to do so, then big business can exercise another form of power: exit, or the influence that comes with its latent capacity to pick up and move operations.  One consequence is that big business need not actively participate in local growth coalitions to convey its “pro-business” interests but can opt for a more passive exercise of power.  Indeed, the traditional urban business community often carries out the corporate “pro-business” agenda proactively, on behalf of big businesses that have yet to invest locally.  At the global scale, corporations exploit the forms of power and ideology surrounding the “pro-business” climate to pit cities, regions, states, and nations against one another for the most advantageous terms.

When all is said and done, the “pro-business” demands that big business imposes on places mesh rather well with growth coalitions’ interests.  This is because growth coalitions, quite aware that big business has increasing choice in locations, usually exert influence over local government and community affairs to promote their “pro-business” localities to footloose companies—and to profit from rising rents and larger markets as a consequence.  Consequently, the asymmetry of power rarely manifests itself in conflict between big business and growth coalitions.  Instead, big business and growth dependent companies cohere as a traditional urban business community to share their complementary interests: for growth dependent businesses, in local exchange values, and for big business, in the political consent to operate locally without prohibitive governmental intervention or community conflict.  

The reciprocity of interests between big business and growth coalition reoccurs so frequently as to provide a crucial premise of a larger theory of the post-Fordist mode of accumulation, as developed by regulation theory.  Following Marx, regulation theory contends that capital accumulation sets in motion systemic tendencies for structural contradiction; to delay this contradiction, capital regulates the modes and relations of accumulation with specific social and political norms.  In the “Fordist” regime of accumulation, corresponding in the US to the years between the New Deal and the oil shocks of the mid-1970s, capital regulated its tendencies to provoke underconsumption and labor militancy with a social contract of relatively high wages (at least for union workers and others in primary labor markets), new opportunities for consumption like suburbanization, and the promise of economic stability for workers, cities, and the welfare states of the west.  This was the landscape that economic restructuring, triggered by declining corporate profitability, utterly overturned.  By the post-Fordist era, capital withdrew from the social contract it forged in the developed world and relocated to lower cost sites in the ways I described earlier.  In the arena of urban politics, modes of regulation shifted toward neoliberal policies of “urban entrepreneurialism” ushered in during the Reagan and Thatcher eras. 

Cooperating in a traditional civic network

Regulation theory’s account of post-Fordism has become ubiquitous in studies of economic restructuring, even among scholars who otherwise eschew its highly abstract vocabulary.  However, in recent years regulation theory has received criticism for glossing over the divserse regulatory processes and conflicts that occur beneath the macro scale of the post-Fordist regime of accumulation.  Regulation theory “explains economic continuity and change in terms of (among other things) political processes,” observes one of its more sophisticated practitioners, yet it “is not an explanation of those political processes.”  Since these critiques, urbanists and other scholars have employed regulation theory to break down its conventional macro focus and examine how institutional and geographical scales inform and channel the processes by which accumulation creates its structural contradictions and by which capital seeks to regulate them.  In this new conception, modes of regulation are not singular and dominant entities, but rather collective processes that ebb and flow through time and across space.  Thus, despite the robustness of big business-growth coalition reciprocity, there is still much to be gleaned from smaller scale investigations of urban politics about the many contexts and problems that situate this alliance.  

For one reason, it is a big step from big business sharing an interest with the traditional urban business community in advocating a certain political environment, to cooperating effectively in political hegemony over local affairs.  Collective mobilization requires special efforts of coordination when members bring different backgrounds, assets, and methods to the local idiosyncrasies and bureaucratic inertia that frequently characterize local politics.  This is the insight of urban regime theory, another offshoot of urban political economy that examines how various ensembles of public and private actors come together to negotiate and execute different agendas for local politics, ranging from conservative growth agendas to the progressive provision of social services.  Following the lead of Clarence Stone urban regime theory examines how governing public-private coalitions mobilize power according to two theoretical models.  In the social control model of power, which can usefully be thought of as the front-stage of power, individuals and groups mobilize scarce resources in order to preempt and weaken their opponents.  For example, at the behest of non-local industry that promises inward investment, conservative electoral candidates may direct funds and staff toward economic development schemes and away from social services.  Although potentially available to grassroots and/or progressive coalitions, this kind of power is traditionally concentrated in fewer hands, usually a growth coalition of corporate and conservative political leaders.  By contrast, the social production model of power reveals the back-stage of power, where growth coalitions learn to behave as growth coalitions.  It is not enough that local politicians, civic leaders, growth dependent companies, big business, and other potential coalition members share interests in growth; they must also cooperate and achieve consensus on the direction of growth, lest potential opponents exploit their disunity.  An urban regime, specifically, is the set of formal and informal arrangements that make governance by a particular public-private coalition.

Although urban regimes vary by the political agendas that its actors pursue, the most frequently observed type is the pro-growth regime enacted by a growth coalition.  This robust pattern stems less from regime members’ potential power and more from the stable and extensive ecology of institutions in which members cooperate.  Usually, growth coalition members achieve consensus and produce their social power in a local complex of interdependent relationships, networks, and organizations that I call the traditional civic network.  This network encompasses developer and bank relations with clients, local business organizations, business access to politicians and government, and philanthropy and service to traditional charities—four arenas that I examine in this book.
  Although for individual members participation in these settings can be discretionary, mundane, or informal, over repeated interactions the traditional civic network provides opportunities for systemic relationships: socially “thick” associations in which participants deal with one another (quite often for mundane, non-political reasons) and thereby learn of their shared interests, develop cooperation patterns, and establish norms about the means and ends of their political agenda.  As colorfully evoked by the “old boy network” in the US, systemic relationships in the traditional civic network sustain and reproduce business as usual far more effectively than, say, exclusive high-level contacts between a mayor and the CEO of a city’s largest firm.  Pro-growth regimes are most prevalent, then, because of the frequency and durability of systemic relationships in these “natural” forms of organization based in the traditional civic network; in this way, progrowth actors obtain the advantage of systemic power. 

It is a sociological truism that members of a social network tend to share the mindset of other members; in the traditional civic network, one reason is because the currents of power gives the coalition special means to enforce consensus among its own.  If a business embedded in the traditional civic network dissents from the collective pro-growth agenda, then it can face an array of sanctions, from being passed over for the board of directors at the Chamber of Commerce or United Way to having a developer or bank reject its business.  Since companies often need these relationships for their non-political reasons, i.e., just to do business, a single sanction can impose costs that effectively deter defection without “conspiratorial” support by the rest of the coalition.  Collective mobilization in the traditional civic network also works the other way, in a member’s favor.  Other network members often mobilize on behalf of a member’s individual agenda, such as getting a “pro-business” reception in local government to one’s development project, because they share a stake in preventing governmental precedents for intrusion and interventions into business activities.  This review of the dynamics of local business governance suggests a general expectation for traditional urban business community members’ political interests: (1) overall support for a general “pro-business” ideology, (2) direct participation in local politics when business is sensitive to local growth or regulation by local government, and (3) collective mobilization on behalf of other members whose business is sensitive to local growth or regulation by local government.  

Where does capital make a living?


These legacies of bottom-line interest and corporate power have led many to ask how capital can live with itself.  A different question that is perhaps less pondered but more relevant for urban scholars is, How does capital live?  A clarification: beyond the economist’s definition of goods and currency designated for productive use, “capital” is not a person or organization.  Following Marx, it is a relation to the means of production with a contextual logic based on its kind and particular stage in the accumulation process.  The relation of capital is vested into a socially organized group, capitalists, who promote the interests of capital—it is in this sense that one can speak of the business interests of entrepreneurs and business leaders—but who cannot be reduced to its logic.  In the corporation, executives are capital’s agents; although technically they command organizational hierarchies, not the means of production, the historical record shows they serve as vigilant stewards of the bottom line.  By contrast, entrepreneurs and other heads of private firms remain bona fide owners of capital, although the means of production and (in the context of urban economic development) increment of capital investment that they control are dramatically smaller in value and influence than suggested by the image of the multinational corporation.  Some research on flexible accumulation goes so far as to regard the entrepreneurs of subcontracting corporations as “initial labor” in the production of innovation, as opposed to capitalists in the production of manufactured goods.  With these caveats in mind, in this book I regard corporate executives and entrepreneurs alike as “capitalists” insofar as they articulate the interests of “capital.”  

However, capitalists are also people who, like everyone else, have daily rounds that go on in particular places.  A long tradition of urban political economy research has documented how people’s daily rounds suffer from the spatial contradictions of capital accumulation, such as growth impacts, deindustrialization, and community upheaval.  From this robust finding, it is a simple yet erroneous step to reify the distinction between exchange value and use value into, respectively, capitalists and residents, and forget that capitalists are also residents somewhere.  This begs and important question: As residents and in other roles by which they “get a life,” what are capitalists’ interests in place?  Most current research tends to understand them as rootless colonists of place, extracting localities of all their productive value until an even more “pro-business” site turns up.  Capitalists are thought to have no qualms about exploiting these locales, nor sentimental attachments for these places or even the neighborhoods that they (literally) secure for their exclusive residence.  When price is no object, capitalists may seek to make extended commutes from their homes, but when this becomes impractical, they dutifully move their families and themselves to the next place.  The realms where capitalists commune with their class is conceptualized as placeless settings for discrete activities: sites for class reproduction (elite colleges, country clubs, exclusive shopping and vacation destinations), sites for work (corporate towers, industrial parks, conference facilities), and the infrastructure of mobility that shuttles them between the two.  

The problem with this picture is not that it unfairly depicts capitalists’ rootless lives and exploitative roles in places, although certainly the mindset it presumes does not square with what many social psychologists believe about people’s self-estimation.  Rather, it fits uneasily with what other research shows about the increasing relevance of place difference.  An entire corpus of research in economic geography contends that particular locales have strategic importance for capital accumulation beyond the placeless logic of competitiveness.  The poststructural turn in urban studies emphasizes that places imbue capital accumulation and other global institutions with local meanings that implicate urban actors in contextually specific practices of power and resistance.  Perhaps more to the point, various researchers have called attention to how industries have apparent affinities for places that offer special lifestyle opportunities, cultural amenities, recreational opportunities, and other “non-economic” components of place distinction that attract managerial elites and technical workers.  In different ways, these claims refute the theory of rootless capital put forward by scholars of globalization and thus need to be taken seriously.  However, their insights on capitalists’ interests in “getting a life” and, more generally, capital’s relation to specific places need to be reconciled with what has already been shown regarding capital’s strategic need to exploit places.

LOCAL BUSINESS STRUCTURE AND URBAN POLITICS

The issues discussed so far all touch on a key question: Do the software, entertainment, and tourism sectors do business in a way that allows them to make a difference in local politics?  Even in an era of globalization, firms still have to locate their operations out of a physical setting; this means they have particular needs from a locality and engage in certain relationships and activities there in order to do business.  This points to what I call local business structure, or the business-determined interests and activities specific to a firm working from a given locality.  Depending on what a firm does and where it operates from, local business structure imbues a capitalistic rationality to particular modes of civic interest and participation, which might include making no civic overtures at all.  I presume that any significant difference that the new guys make in local politics—i.e., any modes of civic participation that software, entertainment, and tourism firms undertake differently than the traditional urban business community—will reflect first and foremost the imperatives of their local business structure, not personal dispositions or idiosyncrasies at odds with their business interests.


In this book I examine software, entertainment, and tourism firms and leaders’ involvement and interests in five routine activities that indicate local business structure: locating a business, occupying a physical site, dealing with other local businesses, interacting with local government and officials, and supporting community nonprofits.  My data for these five indicators derive from the relationships that software, entertainment, and tourism firms have to their locality, their business partners (local and global), and the traditional urban community.  The five indicators also set up opportunities for software, entertainment, and tourism firms to diverge from the traditional urban business community, which I can observe by comparing the software, entertainment, and tourism firms with traditional urban community patterns and, where meaningful quantitative measures are available, local banks specifically.  (See the Methodology Appendix at the end of this book for further discussion.)  I now set forth the specific research questions which this book attempts to answer and discuss the stakes which these questions highlight for urban politics.


1. Locational motivations.  Why do software, entertainment, and tourism firms set up in particular localities?  Much research explains their locational motivations in terms of how firms weigh the benefits of access to local assets—labor markets and other producers, specialized business services, or locational amenities—against the costs imposed by heavy demand for such access.  In each case, firms are thought to distinguish among potential locations by considering tangible cost factors like prevailing rents and wage rates.  Separately, there is new evidence that software and entertainment firms locate in places that satisfy the lifestyle preferences of their workers.  In this work, I analyze how the local business structure of software, entertainment, and tourism firms inform their locational motivations in ways that integrate these scholarly claims.


Popular business wisdom holds that low cost factors and a local government willing to subsidize business infrastructure and lower tax rates create a competitive, “pro-business” climate.  When companies look for such a business climate, their local business structure upholds the efforts of local “pro-business” actors and legitimizes the traditional urban business community’s hegemony in community affairs.  Consequently, local business communities tilt the business and political climate as much as possible toward no land-use restrictions, no environmental regulations, “business-friendly” government, and a “supportive” (read: politically quiescent) population.  For such reasons, conventional locational motivations can harm local democracy (by dismissing publicly supported land-use and industrial restrictions) and urban environments (by increasing sprawl and undermining planning controls).  


2. Site development.  Once they decide on a general location, what kind of buildings do companies need to occupy?  Here the outcome of corporate locational decisions takes physical form and mobilizes the local development sector.  The job of developers, landlords, land-use lawyers, architects, real estate brokers, construction firms, and related business services is to understand what the new firms need and anticipate shifts in industrial demand.  Quite often developers produce new office complexes, science parks, and hotels in the hope that—to paraphrase a popular truism—if they build it, the new industries will come.  As clients to the development industry, footloose companies gain a point of access to banks, legal services, insurance companies, and others in the traditional urban community.  Software, entertainment, and tourism firms’ development interests thus indicate whether their local business structure supports traditional developer practices and embeds them in a network of other local businesses.


Whether these firms have conventional development interests or not also points to what political difference they can make.  Developers and their business allies are strenuous advocates of value-free development and traditionally exert dominance in community affairs to advance this collective goal, as well as their own projects.  They can exert a powerful normative influence on their business clients, especially when land-use restrictions and bureaucratic hurdles are characterized as symptoms of an “anti-business” government and community that need to be politically neutralized.  Moreover, even if software, entertainment, and tourism firms do not have conventional development interests themselves, they might mobilize in “pro-business” solidarity around development controversies suffered by another in their industry.

3. Local business associations and capital.  Do software, entertainment, and tourism firms make use of local business groups and financing?  In their general (e.g., chambers of commerce) and industry-specific (e.g., trade association) forms, local business associations provide their members networking opportunities, collective marketing and promotion, a voice before local decision-makers, and in some cases even vital industrial infrastructure.  As more members use their services, local business associations achieve a network centrality that reinforces members’ bonds to these organizations.  Local finance, as provided by local banks or economic development organizations, achieves the same integrative effect through capital flows. 


Such integration has political consequences, since local business associations and financiers are conventional strongholds for the urban business community.  If software, entertainment, and tourism firms belong to these networks, they open themselves to normative pressures and (in the last instance) the discipline of business ostracism or financial withdrawal.  To the extent that new economy firms are embedded in these networks, they may be compelled to endorse the “pro-business” agenda that means business and politics as usual.  If an individual new economy firm dissents from this collective agenda, its network membership means it may be unable to buck the collective business agenda without severe business consequences.

4. Campaign contributions.  Do software, entertainment, and tourism firms support the candidates for mayor and city council favored by the traditional urban business community?  Campaign contributions shed light on whether government intervenes in or impinges on a firm’s operations.  Usually, a company that contributes to political campaigns wants access to electoral candidates because they officiate in an environment of political uncertainty in which the contributor does business.  At the local arena, a business contributor may seek to articulate concerns or introduce projects that local decision-makers have yet to form opinions on, or it may wish to overturn existing land-use or environmental restrictions.  The contribution patterns of new economy firms therefore indicate whether their local business structure compels efforts to stabilize the local political environment.  Additionally, campaign contributions reflect and reinforce business-to-business relationships.  Through local business associations and as clients to developers and banks, contributors are likely to know who represents the “pro-business” candidate; supporting these candidates can serve to reinforce business unity.  Thus, contribution patterns also signal whether new economy firms join or break with the collective agenda of the traditional urban business community.

In and of themselves, campaign contributions make an obvious and direct political impact on urban life.  Furthermore, as I describe later, my research sites have strong traditions of political conflict and centrist-to-progressive representation in local government, and financial contributions to candidates on the left fuels policies supporting environmental quality, rent control, and public services.  Therefore, signs of support for such candidates may point to contributors’ satisfaction with or indifference to the “anti-business” thrust of local politics.  Local campaign contributions of this kind may also amplify the apparently liberal thrust of technology and entertainment contributions in some state and national elections.

5. Philanthropy to community nonprofits.  Do software, entertainment, and tourism firms donate money and service to the same local charities as the traditional urban business community?  Beneath the language of altruism and generosity, corporate philanthropy provides an opportunity for informal business networking on nonprofit boards and fund-raising events.  It also creates relationships with nonprofits who may themselves have something to do with business, for example, as a client or provider of services.  Thus, philanthropy reveals the structural imperatives that motivate “discretionary” corporate behavior.

In places like my research sites, where particular nonprofits speak for rival constituencies and advocate competing visions for urban politics, corporate philanthropy can also embody a subtle strategy of political activism.  Corporate philanthropy makes allies out of community nonprofits that can bestow upon their corporate benefactors a sheen of civic legitimacy through their association or by more actively promoting business interests.  Whether these relationships form and which community nonprofits businesses support, from noncontroversial charities to environmentalist organizations, represent variables in the difference that business philanthropy make.

(Re)aligning urban regimes

In subsequent chapters, I elaborate the traditional interests and behavior of urban business communities for each of the five indicators, in order to throw into relief whatever empirical differences I observe among software, entertainment, and tourism firms and to highlight the specific issues of scholarly and political interest they raise.  However, the possibility of repeated differences across several indicators suggests broader departures from the arrangements and understandings that align private and public actors in urban regimes.  This in turn speaks to the concerns of urban regime theory, although this book is not a typical study of urban regimes.  Many works in this field use a historical framework to describe how regimes of various political stripes achieve, maintain, or lose hegemony over time, as local leaders emerge on or leave the scene, community demands surface and are met (or not), coalitions form or fall apart, and economic conditions shift.  By contrast, I focus primarily on the static organization and process of the three sectors’ local business structure and less on subsequent effects on urban politics.  I treat these sectors’ local ecologies—the specific ensemble of local actors, community demands, and other business interests—as empirical context but follow through much less on how they accommodate whatever political differences the three sectors make.  As a result, my analysis does not dwell on the historical legacy of the three sectors for the research sites’ urban regimes.

However, beneath the historical framework of most regime studies lies a set of claims about the role of business in urban governance that this book reevaluates and updates.  Urban regime theory focuses on how collective process begets political agenda, particularly via the mechanisms of collective action that compose the traditional civic network.   Hypothetically, the traditional civic network should reproduce business mobilization in urban regimes by organizing settings that expose firms and industry leaders to normative and structural pressures for conformity to the business community’s collective direction and agenda.  In this book, I test this hypothesis.  I examine whether new firms in the three sectors share the same bottom-line outlook toward locality as traditional mobile capital and mutual interests in growth with the traditional urban business community—an orientation that legitimizes the local pro-growth agenda.  I investigate whether the five indicators of local business structure embed these firms in the traditional civic network, where they should face the normative and structural pressures for consensus.  I address whether political difference from the traditional urban business community signals a new business support for more progressive urban politics.  In short, I take up the broader issue of whether economic restructuring sustains or undermines the alignments of business actors with community actors and each other in pro-growth regimes.  

IS THERE A NEW ECONOMY?


Currently, many media and public intellectuals associate the advent of software, entertainment, and tourism industries and their possibilities for social change with the “new economy,” a term that is fast approaching commonplace in everyday language.  However, some confusion remains about what criteria constitute this concept.  For one reason, although they have assumed a new preeminence since at least the 1990s, these sectors are not necessarily new.  The film and tourism industries, for example, have existed for almost the entire last century.  In Southern California, the entertainment industry represents a venerable regional industry: Hollywood—a community within the city of Los Angeles, but also traditionally synonymous with the motion picture and television industry—and the larger culture industry, including music companies and magazine publishers.  (In this book, “Hollywood” refers to the popular synonym for the entertainment industry, whereas “Hollywood proper” refers to the neighborhood within the city of Los Angeles.)  Tourism dates back even further; in the early 1870s, travel journalist Charles Nordhoff proclaimed Santa Barbara to be a place of healing in Harper’s Bazaar magazine and triggered the first of many migrations by wealthy easterners and midwesterners.  Although the software industry encompasses a new generation of companies and activities associated with the Internet, computer networking, and digital media like mobile phones and personal digital assistants, these have precedents in the regional aerospace and defense industries that emerged during the Cold War.  It is beyond the scope of this work to resolve whether a new economy really exists or not; additionally, my analysis does not necessarily require a position on this debate.  In this section, I explain what is so “new” about software, entertainment, and tourism, that is, how they characterize the dynamics of urban economies that have emerged from economic restructuring since at least the 1990s.  

The problem of the “new economy”


Perhaps long before Karl Marx described the rise of an industrial capitalism in which “all that is solid melts into air,” social observers have attributed social change to structural shifts in production and consumption, thereby initiating a project of describing a “new economy.”  Tracing the etymology of this concept warrants its own book; my review here is necessarily selective and begins with the post-World War II era that is sometimes called “late capitalism.”  

Throughout this period, public intellectuals and social movements have understood their changing society with reference to a series of “post-” and “new” concepts, many of which wrestle with the political and intellectual ghost of Marx then haunting the Cold War society.  In the 1950s-60s context of increasing prosperity and environmental concern, “post-industrialism” and “post-materialism” highlighted the transcendence of the sociopolitical imperatives set in motion by material scarcity.  “Flexible accumulation,” “post-Fordism,” “disorganized capitalism,” and, most popularly, “globalization” invoked conditions appearing en masse by the 1970s that appeared to preclude the final contradiction of industrial capitalism.  These conditions include the functional disintegration of traditional corporations, capitalism’s unprecedented scale, the flight of industry for places with more quiescent workforces, and the decline of the welfare-state social contract in the developed world.  Most ambitiously, “post-modernity,” a concept that perhaps never fully entered public common senses, signaled the end of economic strucure’s capacity to determine the cultural realm in the last instance.  References in these works to the “new economy,” although never the lynchpin or label for their theoretical frameworks, suggested the stakes of and gave urgency to various theoretical claims.  By the 1980s, the term usually meant any economic activity or sector other than the military-industrial economy that was then disappearing: disarmament, industrial disinvestment, services.

By the 1990s, claims about a “new economy” resurfaced with greater prominence.  Among academics, the most important social theorist to take the idea seriously is Manuel Castells, whose theory of the “network society” entails a new economy that is informational in its productivity, global in its scale, and networked in its form.  From the individual corporation, production is now organized in the business project, a network of firms, contractors, labor and finance that comes together to produce a specific good or service at a specific time, later to dissolve as the product is finished (as a one-off or small batch) or becomes less profitable to produce (as a mass commodity).  For Castells, corporate demands for competitive flexibility have reduced professional-managerial, industrial, and service workers into two classes: self-programmable labor that innovates and adapts to market demands and economic conditions, and generic labor whose routine work can ultimately be performed by lower-skilled workers or mechanization.

Business intellectuals like the business press, managerial researchers, and mainstream economists made the new economy as a problem of the highest order more seriously than other scholars; with their strong influence in economic and political circles, business intellectuals have substantial responsibility for popularizing the concept.  For these organic intellectuals of capitalism, the “new economy” is both a macro and micro problematic consisting of various criteria.  There is little consensus on any one problematic or criterion, in part because each addresses different constituencies, from economic policy makers to the would-be entrepreneur.  At the macro level, the concept refers to various business processes, cycles, and “rules” that are thought to lack precedent in capitalism.   For many economists, the new economy refers to labor productivity growth in the 1990s that appeared to break the typical cycle of productivity followed by inflation.  By the end of the 20th century, economists and historians hotly debated the empirical existence of productivity growth.  Soon thereafter recessionary trends slowed the US economy’s expansion and made their debate somewhat moot.  Another conceptualization looks to the qualitatively new sources of productivity growth such as technological innovations, cultural-organizational transformations in the workplace, the expanding stock market, or some combination of these.

At the micro level, the new economy refers, first, to growth sectors that have emerged out of the shakedown of economic restructuring to specialize in the high value-added activities like high-technology, business services, media and communications.  As old Fortune 500 companies increasingly acquire firms in these sectors, this understanding of the “new” has lost some currency with business observers, although it remains a popular piece of common sense.  In a more sophisticated conceptualization that acknowledges both old and new companies, the new economy has come to refer to new kinds of competitive strategy, such as e-commerce, consumer-driven production, and niche marketing.  These exemplify the larger strategy of “competing on value,” which requires that firms identify and reorganize around core competencies which cannot easily be routinized and thereby reduced to lower value-added activities that compete on price.  Although there is debate whether this strategy is new or was merely overlooked in prior eras, competing on value certainly accounts for much of the turbulence in corporate form, industrial organization, and labor employment that is popularly attributed to the new economy.

As I have suggested, defining the “new economy” is one matter; agreeing that it exists is another.  For scholars, the issue is complicated by capitalism’s innate tendency to creative destruction; when a system regularly reinvents its rules, what counts as new?  Most agree that the informational mode of development, in which the production, analysis, and circulation of information and expertise drives economic productivity, distinguishes the contemporary economy from the previous industrial one.  But does this mean the “rules have changed,” as many in the business world insist?  If new modes of capitialist organization still reflect the need to appropriate ever greater surplus value from labor, there is good reason to be skeptical that capitalism has really changed.  Furthermore, what process epitomizes the informational mode of development: cutting-edge development in information and biological technologies, or the resurgence of an “artisanal” approach to work by human talent in high value-added technical and creative sectors?  From several vantage points, many developments in economies, work, and consumption associated with economic can credibly be deemed new compared with what preceded them.  However, the new is also always in a state of emergence; it develops alongside and in dialectic with the old, often to the benefit of capitalist accumulation, as the notion of “uneven development” implies.

Nevertheless the term’s persistence in the business world sheds light on the changing nature of corporate power.  A review of the business press shows that the “new economy” is invoked most frequently to suggest peril for the keepers of tradition and promise for the opportunistic.  Witness the colorful dichotomies of the business press between corporate “dinosaurs” or “elephants” that are “slow” and “stolid” versus the “insurgents” and “young turks” who “race” to gain “first-mover” advantage.  The recessionary consolidations of 2000 have disabused most businesspeople of the notion that small and young firms will have regular advantage over their big and old counterparts.  Still, the widespread perception that “the rules are changing” in a “new economy” echoes the perception of corporate elites, business leaders, and the media that the cutting edge of capitalism has become less amenable to their technocratic control. In this book, I eschew the term and leave it to readers to decide whether the evidence I offer here supports their theory of the “new economy.”  Still, I find it useful to pay heed to the perception of a new economy and consider how the agents of corporate power view economic change as unprecedented and inscrutable.  

Transformations of urban political economies


For my purposes, an important context for this perception is capital investment in space, an activity that has customarily been subject to technocratic control by big business and local growth coalitions.  Traditionally, business has been able to invest capital, at least hypothetically, in any place that suit its business climate criteria.  When material cost-factors like wages, rent, transportation expenses, governmental exactions, and development costs make up most of the price of doing business, corporations can fairly easily quantify these and compare the suitability of all potential locations across the globe.  Once a location has been chosen, the cycle of city-building commences: a business invests capital (i.e., moves in), workers are employed, wages and taxes trickle through local economies, and growth is stimulated.  Local growth coalitions too compare the prosperity and “pro-business” suitability of their locales against other places with which they compete for capital investment.  Aware of their relative status, they frequently intervene into local governance to take actions (offering tax incentives, compelling local workers to accept lower wages, or reducing environmental regulations, etc.) which, the common business wisdom holds, will boost their standing.  This process is sufficiently robust that business and place entrepreneurs alike can refer to its cumulative consequence: a global hierarchy of places stratified by variation in business climate, as perceived by capital.  This global hierarchy constitutes the spatial terrain for subsequent rounds in the interurban, interregional, and international competition for capital investment.  As technological advances in transportation and communication reduce the friction of space, capital can negotiate for better terms in the remaining costs of doing business, such as wages, rents, and governmental exactions; increased automation in the production process makes sites of lower-skilled labor all the more suitable.  The consequence is a familiar story of globalization: industry flees for sites of better business climate advantage, often in the developing world, leaving behind only corporate headquarters and management branches in the deindustrializing developed world.    

It is important to note that in this traditional urban political economy, the spatial logic of capital investment – that is, how industry distributes in space – is largely exogenous to the dynamics of any particular sector.  It is more informed by the industry-general currency of cost differences across local business climates, and it presumes that production is largely carried out by generic labor that is interchangeable across space—often the case for routine manufacturing and service activities.  This conventional logic of capital investment is hardly fading into obsolescence.  Many corporations perceive an interest, at least for short term profits, in transforming as much of their activities into generic processes that can be carried out by generic labor in potentially interchangeable locations.  Even high-tech firms like computer manufacturers subcontract out their routine or labor-intensive activities (e.g., component assembly) to sites of lower wages, a tactic consistent with the so-called “new economy” strategy of giving organizational priority to only high value-added activities.  

Amidst this traditional urban political economy, economic restructuring has brought to bear two new spatial contexts that, I would contend, do fundamentally “change the rules” of urban development and local business governance, even as they emerge amidst the traditional hierarchy of places.  First, what I call a new economic space of industrial activity and labor reproduction has emerged in which capital investment is driven by dynamics endogenous to particular sectors.  Certain high value-added activities are located in particular settings characterized by dense agglomerations of like firms, access to vital infrastructure, geographical placement within critical interpersonal networks, or other qualities that make firms locally dependent on places that are not necessarily competitive in terms of traditional cost factors.  In the next two chapters, I elaborate on the dynamics of location and expansion in this new economic space for software, entertainment, and tourism.  At this point, I merely observe that because of place-specific conditions for high value-added activities, locational opportunities in the new economic space are largely exclusive of conventional overtures by places for capital investment.  As Castells claims, “The work process is interconnected between firms, regions, and countries, in a stepped up spatial division of labour, in which networks of locations are more important than hierarchies of places.”  Thus, places with conventional “pro-business” advantage, such as a quiescent government and low wage levels, are potentially handicapped in attracting capital investment in the new economic space if they do not have the particular local qualities sought by firms and industries.  Over repeated rounds of capital investment and business activity, the new economic space coheres and expands atop the traditional hierarchy of places, reinscribing the global geography of haves and have-nots.

Second, the conditions for local governance have changed in what I call the new urban economy.  When pressed to defend their legitimacy, growth coalitions have long claimed that local growth brings overall prosperity and demonstrates their can-do efficacy; in a political culture like the US that privileges urban entrepreneurialism and “running government like a business,” this rhetoric is highly persuasive.  However, increasingly growth coalitions cannot even show growth for their efforts as they face the failure of traditional “pro-business” strategies to attract capital investment in the new economic space.  Additionally, in many communities they must contend with political backlash by residents against growth impacts, corporate chain investment, and environmentally degrading industry.  These constraints set the terms for the new urban economy, which alters the conditions for business community hegemony in local affairs and leaves growth coalitions with great uncertainty as to how to proceed.  Should they ignore residential dissent and try to attract industries, such as mall development, distribution warehouses, or prisons, which seek a conventional “pro-business” climate?  Such industries profit by competing on price and are sensitive to local costs of business; they make for unsustainable engines of economic development for localities, since other places can potentially offer more favorable bids in subsequent rounds of investment. 

Alternately, growth coalitions can try to harness the new economic space that has to date expanded without their intervention and stimulate the growth of higher value-added industries to bring better paying jobs, more educated workers, more environmentally and culturally sensitive industries, more urban-specific, and/or more sustainable sources of economic development.  The high priority for such industries in contemporary growth strategies reveals what is really “new” about software, entertainment, and tourism.  In the new urban economy, these sectors take on new prominence as potent and desired engines of economic development, even when they are not so new historically speaking. 

� This distinction of local dependence versus local independence should not be confused with variation in firms’ ownership or scale.  For example, a chain bookseller may have the financial leverage that comes from thousands of stores, yet each store is locally dependent; it prospers or perishes based on the local economy that anchors the store’s market.  By contrast, a financial adviser may be privately owned and work out of a single office, but by selling its services to customers all over the world it effectively becomes a big business immune from the vicissitudes of the local economy surrounding its office.


� As I have defined it, the traditional civic network could also include other frequent sites for interaction among urban businesses and other community institutions and members not covered in this book, like local firm directorates, public school boards, and fraternal orders.
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