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Industrial Restructuring: Public Policies
for Investment in Advanced Industrial Society

By EDWARD J. BLAKELY and PHILIP SHAPIRA

ABSTRACT: The American economy is undergoing a fundamental pro-
cess of industrial restructuring. The manufacturing sector is being reorga-
nized and deindustrialized, the location of capital investment is changing,
labor markets are becoming increasingly polarized, and new job-displacing
technologies are rapidly being introduced. Although this restructuring
process maintains profitability for large corporations, it imposes heavy
costs on workers and their communities and adversely affects the nation’s
long-term economic and social stability. As a consequence of restructuring,
concern about job retention and creation is higher now than it has been
since the 1930s. However, the authors argue, the current policy responses
of liberal, industrial policy advocates and conservative less-government
proponents are inadequate because they subordinate the needs of workers
and their communities in order to restore the conditions of capital accumu-
lation. The authors outline an alternative strategy based on a new national
framework for investment, greater community involvement, and increased
worker control and certainty over their own livelihoods.

Edward J. Blakely is a professor of city and regional planning at the University of
California, Berkeley, and, with Ted K. Bradshaw, author of Rural Communities in
Advanced Industrial Society. He is a frequent consultant to several U.S. and international

agencies and developing countries.
Philip Shapira is a research specialist with the Institute of Urban and Regional Develop-

ment at the University of California, Berkeley, where he is undertaking research on industrial
restructuring and policy responses to the reorganization of work.
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INDUSTRIAL RESTRUCTURING

N the two decades immediately after
World War II, the United States
experienced a long wave of economic
growth. The role of the war itself, the
stimulus of public infrastructure invest-
ment, and the global dominance of
American political power were key fac-
tors in this growth. There were, of
course, millions of Americans in disad-
vantaged groups and lagging geograph-
ical areas who did not benefit from the
job expansion and economic growth of
the 1950s and 1960s. But these were seen
as residual problems—the direct or indi-
rect result of such factors as the loca-
tional disadvantages of rural or inner-
city areas, lack of skills, or discrimi-
nation in employment. While govern-
ment programs and redistributional
policies might be necessary to tackle
these specific problems, there was a
broad assumption that the private sec-
tor would continue to expand, thus pro-
viding sufficient employment in the ag-
gregate. The prevailing view was that
macroeconomic policy could be fine-
tuned to ensure that the nation expe-
rienced consistent overall increases in
output and employment.

In the 1970s these assumptions ran
into trouble. First, it became clear that
the policies to help the disadvantaged
gain from overall economic growth were
ineffective. Second, ever-deeper eco-
nomic downturns and rising unemploy-
ment cast doubts on the very capacity of
the private economy and traditional
macroeconomic policies to ensure con-
tinued growth.

By the early 1980s America was in its
most severe economic crisis since the
1930s. Problems of structural unemploy-
ment and inadequate incomes—once
thought to be the residual difficulties of
a few groups or areas—are today expe-
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rienced by massive numbers of workers
across all regions of the country and vir-
tually every sector of the economy. Mea-
sured unemployment—now & percent—
is more than double the 1969 rate of 3.5
percent, real earnings in 1982 dollars
were down to 93.3 percent of 1977 levels,
and poverty—especially among female-
headed households—has noticeably in-
creased. The average annual growth rate
in real gross national product (GNP)
was 2.7 percent between 1974 and 1981,
compared with 4.1 percent from 1960 to
1973.' Basic industry is being restruc-
tured, with dramatic increases in plant
shutdowns not just in the so-called rust-
belt of the Northeast and Midwest, but
in the sunbelt too.> And there is in-
creasing concern about whether or not
American industries can match the tech-
nology and commitment to productive
investment of companies based over-
seas, especially in Europe and J apan.’

THE DETERMINANTS OF CHANGE

Without doubt, the incidence of plant
closures, job loss, and poverty has been
sharply aggravated by the recessionary
macroeconomic policies that have been
applied to the American economy since
1980. As and when aggregate demand in
the eccnomy increases, some of the
workers who have lost their jobs in
recent years may be recalled. In early
1984 such recalls to employment did
begin. However, beneath these short-

1. Economic Report of the President (Wash-
ington, DC: Government Printing Office, 1982).

2. Barry Bluestone and Bennett Harrison,
The Deindustrialization of America (New York:
Basic Books, 1982).

3. Ira C. Magaziner and Robert B. Reich,
Minding America’s Business (New York: Har-
court Brace Jovanovich, 1982).
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term ups and downs in the economic
cycle, a more fundamental process of
industrial restructuring is occurring.
The U.S. economy is suffering from a
long-term slowdown in output and pro-
ductivity growth; the manufacturing
sector is being reorganized and deindus-
trialized; the labor market has become
increasingly polarized; and new tech-
nology threatens further job loss both in
goods production and service-perform-
ing activities.

While many factors have influenced
these developments, we believe the cen-
tral driving force is a systematic business
strategy to maintain short-term profits
and work-place control. This strategy
has not only hurt workers and their
communities, but has also adversely
affected the nation’s long-term eco-
nomic stability and performance. Amer-
ican business has become increasingly
concentrated and centralized, which has
exacerbated unproductive administra-
tive and supervisory costs, encouraged
hierarchical and inflexible production
methods, promoted shortsighted man-
agement decisions, and decreased
workers’ job satisfaction and motiva-
tion.* Government has aided this pro-
cess through tax laws encouraging
“paper entrepreneurship”—the making
of profits not from production but from
buying and selling subsidiaries, asset
stripping, write-offs, and real estate
speculation.5 In many cases, these cen-
tralized corporations have set high-profit
hurdles for subsidiaries and plants, then

4. See Samuel Bowles, David M. Gordon,
and Thomas E. Weisskopf, Beyond the Wasteland
(Garden City, NY: Doubieday, 1983).

5. Robert B. Reich, The Next American
Frontier (New York: New York Times Books,
1983).
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either closed those units when the high
target rates were not attained or used
them as cash cows to engage in wasteful
mergers and acquisitions elsewhere.
And corporations have used advances in
technology and communications to reor-
ganize or relocate jobs to take ad-
vantage of lower-wage, less-organized
labor, irrespective of the human and
social costs incurred.®

The result of these corporate strate-
gies has been extremely rapid capital
mobility and the virtual deindustrializa-
tion of a number of key manufacturing
sectors and regions within the United
States. Production now occurs on a
global scale, with overseas units tied
into production and consumption in
America through transnational corpo-
rations.” Meanwhile, within the United
States there have been substantial inter-
regional shifts in the location of pro-
duction—between the frostbelt and
sunbelt and between metropolitan and
rural areas.® These capital shifts have
particularly affected the nation’s core
industrial areas.

Parallel with rapid capital mobility
has come increased polarization, seg-
mentation, and inequity in labor mar-
kets throughout the country. A large
proportion of new employment created
in recent years has been in low-wage,
low-skill jobs, especially in service indus-
tries and in certain sectors of manufac-
turing—including electronics. Against
this, industries that have been heavily

6. Bluestone and Harrison, Deindusirializa-
tion of America.

7. See Frank Moulaert and Patricia Wilson
Salinas, eds., Regional Analysis and the New
Division of Labor (Boston, MA: Kluwer-Nijhoff
Publishing, 1983).

8. David C. Perry and Alfred J. Watkins, The
Rise of the Sunbelt Cities (Beverly Hills, CA: Sage
Publications, 1977).
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hit by plant shutdowns and restruc-
turing have often provided reasonably
well-paying, stable, and accessible jobs—
as in steel, automobiles, and shipbuild-
ing. The emerging labor market is thus
increasingly polarized and segmented,
with increases in low-paid, low-skill
work, increases in highly credentialed
professional and technical jobs, and a
dearth of middle-range blue-collar occu-
pations.” Further losses of traditional
manufacturing jobs can be expected
through automation—one estimate sug-
gests that robots will replace up to
50,000 auto workers in the next six
years. New office technologies are also
likely to affect adversely many clerical
and financial jobs.'

THE INADEQUACY OF
CURRENT POLICY APPROACHES

As aresult of industrial restructuring,
large numbers of workers will never
return to their former jobs. Millions of
other workers will find that the jobs they
are able to obtain have been quite radi-
cally changed, with adverse implications
for working conditions, wages, job satis-
faction, and career mobility. Many peo-
ple will be unable to find any stable
work at all, especially in the nation’s
olderindustrial areas. Those experiencing
economic dislocation or restructuring
will invariably face heavy personal
costs, including income loss, family
stress, adverse physical and mental
health, and diminished career and life
opportunities. Substantial costs will
also be imposed on government, through

9. Bob Kuttner, “The Declining Middle,”
Atlantic Monthly, 252(1):60-72 (July 1983).

10. Donald Kennedy, Charles Craypo, and
Mary Lehman, eds., Labor and Technology (Uni-
versity Park: Pennsylvania State University,
Department of Labor.Studies, 1982).
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lost taxes; increased unemployment; wel-
fare, medical, and jobs program expen-
ditures; and higher rates of social
pathology.“

Of course, the picture is not entirely
dismal. Even the regions that currently
are most depressed will see some new
jobs, while additional financial, service,
and technology-based jobs will increase
throughout much of the nation. None-
theless, the present and foreseeable re-
structuring of employment is deep
enough and the likely economic, social,
and political costs high enough to push
job stabilization and creation to the top
of the American political agenda. Not
since the Great Depression has there
been so much concern about the lack of
good jobs, and a growing policy debate
has developed over the causes of the
problem and therole government can or
should play.

Unfortunately, while there is intense
interest in the restructuring problem, we
believe that much of the current policy
debate is misconstrued. The debate
tends to be polarized between “indus-
trial policy” advocates who want in-
creased government intervention to deal
with industrial transition and “less-
government” proponents who believe
the problem—to the extent there is
one—is manageable with a decreased
public role. However, both sets of
approaches share a common bias: they
both are primarily concerned with re-
storing the conditions for capital accu-
mulation; the needs of labor and commu-
nity are subordinated. In our view, this
is inadequate. Policy responses to re-
structuring should start first with the

11. Jeanne Prial Gordus, Paul Jarley, and
Louis A. Ferman, Plan: Closings and Economic
Dislocation (Kalamazoo, MI: W.E. Upjohn In-
stitute for Employment Research, 19813.
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needs of the nation’s workers and
communities—the human and social re-
sources that have to be at the center of
any truly effective and equitable eco-
nomic development strategy.

The industrial policy approach

Over the last few years, the idea that
the United States needs an industrial
policy has gained significant support,
particularly among liberals, many aca-
demics, and parts of the business com-
munity. These groups accept that the
United States has considerable indus-
trial and employment problems, but
they believe that traditional Keynesian
demand-management policies are now
insufficient. Instead, they advocate inter-
ventionist national industrial and invest-
ment policies to deal with industrial
transition and encourage high-growth,
sunrise companies in advanced technol-
ogy fields like electronics or biotechnol-
ogy. Interestingly, there is support
within the business community itself for
government action to speed industrial
restructuring. Business Week, for exam-
ple, has proposed a new era of tripartite,
business-labor-government cooperation
to develop industrial policies that will
preserve resources for production—in
part, by moderating wage demands—
and encourage investment in new indus-
tries through training and tax incen-
tives.'?

Although the proponents of this form
of industrial policy endorse public
action of one kind or another to pro-
mote growing sectors, they are split on
the position government should take
toward older, so-called sunset industries

12. “The Reindustrialization of America,”
Business Week, special issue, pp. 56-142 (30 June
1980).
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like basic steel and automobile produc-
tion. One view is that public policy errs
in trying to maintain old-line sectors.
Reich argues that

preservation strategies often seem preferable
to massive unemployment and the destruc-
tion of communities. The irony is that these
very strategies retard future economic
growth by encumbering the movement of
resources towards more productive uses. "’

Indeed, Reich proposes to accelerate the
decline of uncompetitive industries and
transfer capital and human resources to
growing, high-technology sectors. Pub-
lic employment and training programs
would then help workers and communi-
ties adjust to the new technology
employment.

A contrasting industrial policy view,
however, advocates specific intervention
in mature sectors. For instance, invest-
ment banker Felix Rohatyn proposes a
new federal Reconstruction Finance
Corporation—modeled on the old RFC
of the 1930s—to help older industries
and regions.'* Learning the lessons of
previous bail-outs such as Chrysler and
Lockheed—seen as successful, but too
ad hoc and political—the new RFC
would be a permanent and systematic
mechanism for dealing with industrial
restructuring. The new RFC would in-
vest in troubled firms and sectors, but it
would return firms to the regular private
capital markets after those companies
had been restructured. Rohatyn makes
clear that RFC investments would al-
most always involve concessions by

13. Robert B. Reich, “Take the Money and
Run,” New Republic, 15 Nov. 1982, pp. 28-30.

4. Felix Rohatyn, “The Coming Emergency
and What Can Be Done About It,” New York
Review of Books, pp. 20-26 (Dec. 1980); see also
Alfred Watkins, “Felix Rohatyn’s Biggest Deal,”
Working Papers, pp. 44-52 (Sept.-Oct. 1981).
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labor, including wage cuts, employment
reorganization, and work-rule revisions.

The Democratic Congressional Sub-
committee on Economic Stabilization
has adopted much” of Rohatyn’s ap-
proach in its proposal for a new Bank
for Industrial Competitiveness (BIC) to
aid older industries—as well as high
technology. The subcommittee expects
the BIC “to bring to the process of revi-
talization finance the kind of tough-
minded negotiation and conditionality
which the International Monetary Fund
is intended to apply in international
lending.”* Meanwhile the AFL-CIO
Industrial Union Department has called
for a national reindustrialization board
which, while not explicitly demanding
labor concessions, still would embody
the idea that corporate planning by top
business, government, and labor leaders
is the best way to deal with economic
restructuring.

Unfortunately, both the sunrise and
the sunset industrial policy approaches
have troubling problems. On the one
hand, the jobs generated in growing
high-technology and service sectors are
not comparable with the jobs being lost
in traditional industry. These growing
sectors offer a far greater proportion of
low-wage jobs with restricted opportu-
nities for upward mobility, and—with-
out major policy changes—are unlikely
to develop in the places where most of
the jobless are. It is also doubtful
whether, in absolute terms, there will be
enough high-tech jobs to replace the huge
number of basic industrial jobs that are

15. U.S., House of Representatives, Committee
on Banking, Finance, and Urban Affairs, Sub-
committee on Economic Stabilization, Forging
An Industrial Competitiveness Strategy (Wash-
ington, DC: Government Printing Office, 1983).
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disappearing, even if blue-collar workers
had access to these new jobs.'® More-
over, as demonstrated by the loss of
nearly 3000 jobs when Atari moved its
production facilities from California to
Hong Kong in 1983, high-technology
jobs are not immune from corporate
displacement."’

On the other hand, industrial policy
proposals to restructure basic industry
through a new RFC or BIC have several
defects, too. Public capital will be used
to restore private profits, mainly in large
firms. But it is not clear, particularly if
investment is made in labor-saving,
capital-intensive technology, that many
new jobs would be created. Indeed, the
Chrysler experience—often quoted as a
success—demonstrates very well that
jobs and communities are not necessar-
ily the primary concern of industrial pol-
icy advocates. After federal intervention
to save the company, the work force was
drastically reduced, with minority
workers bearing a disproportionate
share of the job loss. Fifteen plants were
closed, 12 of which were in Detroit—
despite loans and grants from the city
and the state of Michigan; wages and
benefits were substantially cut, job-
displacing new technologies were rapid-
ly introduced, and the value of Chrysler

16. See Richard W. Riche, Daniel E. Hecker,
and John U. Burgan, “High Technology Today
and Tomorrow: A Small Slice of the Employment
Pie,” Monthly Labor Review, pp. 50-58 (Nov.
1983); “America Rushes to High Tech for
Growth,” Business Week, 28 Mar. 1983, pp. 84-89.

17. Tim Shorrock, “Atari Moves to Asia,”
Multinational Monitor, p. 11 (Apr. 1983), de-
scribes how jobs in California’s electronics indus-
try are being relocated overseas.
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stock went from a few dollars to over
thirty dollars."®

Finally, the current proposals for
federal industrial restructuring are basi-
cally corporatist and undemocratic.
Decisions made by an elite group of
bankers, industrialists, government of-
ficials, and labor leaders are designed to
force workers to accept concessions by
skirting the political process. This repre-
sents a restructuring of capital to aid
capital rather than help workers and
communities. The intention of this is
simply to restore profitability; the na-
ture of production is not changed, pri-
vate profits will still guide what is to be
made, and the pressing needs for better
public goods and services within most
American communities will not be satis-
fied.

The no-problem/less-government
perspective

A second response to America’s
changing economy has been the argu-
ment that because industrial restructur-
ing is not a major problem in the United
States, specific industrial intervention is
unnecessary. Indeed, advocates of this
view often state that the most helpful
policy would be generally to decrease
government’s role in the economy.
These arguments are popular with con-
servative politicians and business lead-
ers. But support has also come from the
unexpected quarter of the generally lib-
eral Brookings Institution, where Robert
Lawrence argues that deindustrializa-
tion is a myth. In his view, the overall
increase in manufacturing employment

18. Jane Slaughter and Bill Parker, “Black
Workers, Detroit Lose Out in Chrysler Restruc-
turing,” Labor Notes, no. 49, pp. 8-9 (24 Feb.
1983).
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during the 1970s shows that there has
been no deindustrialization in absolute
terms and that the aggregate levels of
investment and productivity in America
are satisfactory. Lawrence believes the
real problem is simply a lack of demand
and an overvalued dollar, which differ-
ent macroeconomic policies could cor-
rect."”

The Republican administration’s anal-
ysis of the nation’s industrial and employ-
ment problems adds the argument that
misdirected government intervention
has resulted in overregulation, higher
taxes on both businesses and individu-
als, and reduced incentives to invest and
produce.”® In this traditional conserva-
tive perspective, public interference with
industrial change—for example, to stop
plant closures—is naturally seen as short-
sighted, costly, and doomed to failure. It
is believed that efforts to stem capital
mobility will impair private property
rights, endanger new job creation, and
ultimately cause greater job loss.”’ An
industrial policy thus is not only un-
necessary, but will probably worsen the
situation through costly subsidies and
protection for declining industries,
while government is unlikely to be suc-
cessful in picking high-technology
winners.

However, there are major deficiencies
in these no-problem/less-government
arguments. First, there really is a signifi-
cant restructuring problem. While ag-
gregate manufacturing employment
rose by only about 130,000 jobs between
1973 and 1980, this incorporates grow-

19. Robert Z. Lawrence, “The Myth of U.S.
Deindustrialization,” Challenge, 26(5):12-21
(Nov.-Dec. 1983).

20. See Economic Report of the President.

21. Richard B. McKenzie, “The Case for Plant
Closures,” Policy Review, 15:119-33 (1981).
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ing numbers of administrative and super-
visory employees. The number of pro-
duction workers actually fell during this
period by some 620,000—a 4.2 percent
drop.” In many individual sectors, like
steel, automobiles, and electrical equip-
ment, the percentage drop in production
workers was far greater. The decline of
these important basic sectors is not
compensated for by the growth of high-
technology or service jobs. Besides the
wage disparities between growing and
declining sectors, there are substantial
geographical inequities in employment
change. Furthermore, since 1980 both
restructuring and the introduction of
job-displacing new technology have in-
tensified, which suggests that the employ-
ment scenario for the rest of this decade
will present even more difficulties than
in the 1970s.

Second, there is little evidence that
American business suffers from too
much government. The Western Euro-
pean economies and Japan have been
comparatively successful, although they
have more explicit public intervention
and administrative guidance than the
United States. Indeed, the complex ar-
rangement of federal subsidies, tax sup-
ports, and research assistance to both
military and civilian industries in the
United States is a de facto—although
not very good—form of public indus-
trial intervention. Thus the problem in
the United States is not that there is too
much government, but that government
is not doing the nght things.

Third, despite the Reagan adminis-
tration’s argument that corporate invest-
ment has been hurt by overtaxation, the

22. U.S., Department of Labor, Bureau of
Labor Statistics, Employment and Earnings (W ash-
ington, DC: Department of Labor, 1939-78 and
annual supps.).
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burden of taxation carried by business—
measured as a proportion of all federal
and state tax receipts—has, in fact, been
decreasing over the last two decades.
During the same time period, the level of
fixed investment in business has been
stable: it was 11 percent of GNP in the
1970s, compared with around 10 per-
cent during the fast-growth years of the
early 1960s. Thus, while the level of bus-
iness investment in the United States has
been below its main international com-
petitors, this cannot be attributed to
high corporate taxation.

Finally, we need to note that al-
though the aggregate level of investment
has not been greatly affected by dimin-
ishing business taxation, there have
been important changes in the composi-
tion of investment. In recent years, while
investment in communications and high-
technology equipment has grown rap-
idly, spending on new factories and
heavy machinery has declined. At the
same time, investment in commercial
structures—office buildings, retail stores,
fast-food restaurants—has grown.
Hence, there is a real problem in where
investment is being placed in the econ-
omy—a point Lawrence overlooks as he
expresses satisfaction with overall rates
of investment spending.

In short, further tax concessions are
unlikely to have major impacts on em-
ployment generation. Few business in-
vestment decisions of long-term conse-
quence result from short-term tax ad-
vantages or similar incentives. Instead,
new tax breaks tend to foster new
rounds of unproductive paper specula-
tion in tax shelters, lease-back arrange-
ments, spin-offs, and acquisitions.

At the same time, it is also apparent
that while increasing aggregate demand
and devaluing the dollar are both impor-
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tant, such macroeconomic policies are no
longer sufficient to ensure full employ-
ment. The reality of the advanced indus-
trial economy is that job displacement
will not abate. Investments in new tech-
nology will continue to dislocate workers,
and large corporations will continue to
relocate and reorganize jobs. Moreover,
international competition will continue
to present problems for the United
States since cheap labor and/or deep
export subsidies in other countries will
continue to outweigh changes in the
value of the dollar.

AN ALTERNATIVE
POLICY APPROACH

If current approaches to reindustrial-
ization and reinvestment are flawed,
what are the alternatives? We believe
there is a need for a different approach—
one that explicitly emphasizes the
needs and interests of the nation’s
workers and communities. There is now
an ever widening gap between the global
power and mobility of corporate capital
and the need for stability and commu-
nity in the United States. We need to
narrow this gap, not by uprooting or
subordinating workers and communi-
ties, but by implementing an alternative
economic strategy that will create a new
context for reinvestment in the United
States, curb wasteful and nonproduc-
tive corporate strategies, provide good
jobs and raise standards of living more
equally shared, produce goods for social
needs as well as profits, increase worker
and community involvement in deci-
sions affecting them, and take a longer-
term view about the kind of society we
wish to foster.

Developing and implementing the
policies necessary to achieve these ends

THE ANNALS OF THE AMERICAN ACADEMY

presents a tremendous challenge, as
much political as economic. Considera-
tions of space make it impossible to dis-
cuss adequately all the complexities in-
volved here. But, to stimulate debate,
the balance of this article outlines a
number of specific measures that should
form the basis of an alternative policy
approach to industrial restructuring.
Three overall themes guide our pro-
posals:

1. National policies are needed to
increase social control over economic
change and investment. Macroeconomic
policy, whether monetarist or Keynesian,
is no longer sufficient in and of itself. An
alternative economic framework is nec-
essary to directly promote investment,
increase industrial democracy and cor-
porate accountability, and provide for
full employment. This framework needs
to be built on social equity and human
development, not just private profitabil-

ity.

2. Communities need a greater role in
their local economies to promote stabil-
ity and quality of life. The positive
values of community in American life
should not be sacrificed to rapid mobil-
ity of capital, nor to corporate—and
government—decision making that ig-
nores the community costs of invest-
ment and disinvestment.

3. Workers should have increased
control and certainty over their liveli-
hoods. Individuals and their families
should not have to bear the tremendous
costs they are now facing in terms of lost
income, personal stress, family disrup-
tion, lack of health protection, loss of
pension rights, and lack of stability in
employment or comprehensive planning
for alternative employment.
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A new national framework
for reinvestment

The long-term future of industry and
industrial communities in the United
States needs to be based on a new
framework for national industrial invest-
ment. An essential preliminary step is to
change the federal tax code to eliminate
the loopholes that provide incentives to
close plants, move production overseas,
and participate in wasteful conglomer-
ate acquisitions. Similarly, new powers
to review the industrial implications of
mergers and takeovers should be intro-
duced. U.S. Steel’s decision to buy
Marathon Oil, rather than reinvest in
steel, is one example of the need for such
measures.

However, while increased powers to
regulate the direction the economy takes
are certainly necessary, the central ele-
ment of our alternative framework in-
volves not top-down planning, but a
new thrust to give workers and com-
munities the capacity to know about,
participate in, and bargain over invest-
ment and disinvestment decisions that
will affect them. There is already a
strong right-to-know tradition in the
United States, through legislation on
environmental hazards, the Community
Reinvestment Act in banking, and free-
dom of information in government. We
believe that this tradition should be
extended fundamentally into the work
place.

To establish work-place rights to
know, major corporations should be
required to provide ongoing informa-
tion to their work forces on their corpo-
rate strategies, product and regional
investment plans, overseas subsidiaries,
and future employment plans. Corpora-
tions would be required to provide this
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information not only to increase ac-
countability to those they employ, but
also to allow real consultation and bar-
gaining over investment strategy. As a
matter of national policy, major firms
would be required to develop mutually
agreed procedures to consult with and
involve their work force during planning
and decision making. These procedures
would vary according to circumstances—
particularly if the firm is unionized—
but could include joint labor-management
boards, plant-level councils, or worker-
directors.

As part of this program of increased
information provision, advance notice
and an economic displacement state-
ment should be required of all firms
considering major shutdowns. The dis-
placement statement, which broadly fol-
lows the precedent of already existing
environmental impact reports, would
describe the rationale for closure, alter-
natives considered, the earnings and
investment record at that facility, and
the socioeconomic impact of closure.
Implementation of this approach would
provide American workers and com-
munities with protections that exist in
European economies. Workers and com-
munities could use the notice period and
displacement statement to investigate a
closure, negotiate to keep it open, or
explore the viability of community or
worker ownership. To encourage com-
pliance, firms failing to provide notice
or the displacement report would lose
any tax benefits associated with the
shutdown and would be required to
repay all public subsidies and tax allow-
ances enjoyed while the plant was open.

Our belief in the need for workers,
through their organizations, to be in-
volved directly in decisions affecting
them also guides our approach to new
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public reinvestment instruments. Al-
though we have criticized the proposals
of current industrial policy advocates,
we do accept the need for mechanisms to
promote, consistently and on along-term
basis, reinvestment in industrial plants
and enterprises. But we differ on two
key points: first, there has to be worker
involvement; and second, narrowly de-
fined private profitability is an insuffi-
cient criterion for national investment
decision making.

In our framework, a national indus-
trial reinvestment board or corporation
would be established to invest in large
firms and basic sectors, accompanied by
state-level industrial development
boards to make investments in medium-
sized regional enterprises. Where either
national or state investments are to be
made, development agreements would
be entered into, with the participating
firms specifying investment and employ-
ment plans. These agreements would be
negotiated among the corporation, the
work force, and the reinvestment
agency. Additionally, national and state
reinvestment agencies would be empow-
ered to develop permanent equity posi-
tions in the firms and sectors they in-
volve themselves in, rather than return-
ing them to the stock market. In this
way, social control over key elements of
the economy—such as steel or rail trans-
portation—would be strengthened. Rein-
vestment agencies would be empowered
to make public balance-sheet calcula-
tions of overall costs—including lost tax
revenues, unemployment costs, and
community disruption—when making
investments.

In growing sectors, particularly high
technology, our approach also differs
somewhat from many current industrial
policy proposals. While growth of high
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technology may mean massive individ-
ual returns for a few entrepreneurs and
venture capitalists, too often the resultis
a poor job, a lost job, or a new weapon
system. But other outcomes are possi-
ble. We believe that the truly innovative
role for public policy with regard to high
technology is to generate new, more
socially useful directions for the indus-
try. Initiatives along these lines are
already occurringin Europe, inspired by
the pioneering alternative corporate
plan developed by Britain’s Lucas Aero-
space workers. In the United States, we
would propose that federal and state
reinvestment programs, combined with
research and educational resources, be
applied to develop new, advanced tech-
nological products that will directly im-
prove working and living conditions
and create employment. Human-cen-
tered machine tools, new transporta-
tion, health, and energy technologies, and
broad-based community communica-
tions systems are among the many pos-
sibilities.

Finally, policies need to be developed
for the orderly growth of international
trade and finance. From an interna-
tional perspective, the current economic
policies of the United States—partic-
ularly high interest rates and an en-
forced recessionary regime—have ad-
versely affected many other countries
and intensified international trade fric-
tion. In addition, U.S. corporations
have relocated operations to exploit
cheap labor in Third World countries,
while their lack of basic investment and
innovation in home production has
placed many American-manufactured
goods at an international disadvantage.
Narrow protectionist policies within the
United States are quite inadequate to
deal with these issues, and they unfairly
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put the blame on foreign countries and
workers. At the same time, adherence to
outmoded conceptions of free trade in
an era of multinational domination is
equally unsatisfactory.

There is, instead, a need for policies
that can promote balanced trade—in-
creased exports and imports—on a bi-
lateral basis and provide genuine eco-
nomic development assistance, rather
than support continued Third World
exploitation. One possible measure is to
require U.S. companies to create one
domestic job for every job they create
through overseas investment. Another
step would be to end U.S. support for
authoritarian regimes that ban trade
union organization.”

An increased role for communities
in investment and employment

A proposal we have already discussed—
the requirement for firms to provide
advance notice of plant shutdowns and
prepare an economic displacement state-
ment—would significantly assist local
communities in averting or responding
to disinvestment decisions. In addition,
use of federally subsidized tax incentives
and revenue bonds to finance the move-
ment of jobs between different commu-
nities should be ended. Instead, commu-
nities should be encouraged to pursue
local development agreements to im-
prove conditions of employment equal-
ity, wages and benefits, and stability
where firms receive public financial assis-
tance. A step in this direction has al-
ready been taken by the city of Vacaville,
California, which now requires firms
receiving redevelopment funding to file

23. See Lance Compa, “Fair Trade, Free
Trade, Full Trade,” The Nation, 5 Nov. 1983,
pp- 429-31.
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local affirmative action plans, give up to
one year’s notice of closure, and agree to
bargain with workers and the city over
disinvestment decisions.

A further means of increasing com-
munity involvement in employment is
through a job-generating program of
investment in public goods production
and services, including transportation,
energy, housing, health, and develop-
ment. While policies of direct intervention
to reindustrialize basic industry and pro-
mote new growth sectors will retain and
create jobs, the continued development
of new technology is likely to diminish
the aggregate job-generating capacity of
manufacturing industry in the United
States. At the same time there are con-
tinuing needs in America’s communities
for improvements in the quality of basic
public goods and services. But we are
not advocating a temporary job creation
or countercyclical public works pro-
grams. Rather, we envisage a permanent
and sustained investment in public
goods and services, targeted to those
areas hardest hit by industrial restruc-
turing. To some extent, this massive
investment in public goods and services
would be self-sustaining, in view of the
alternative—continued lost tax revenues
and unemployment costs. Additional
funding, however, could be obtained
from a shifting of resources wasted
through military expenditure into more
useful and peaceful products.

Policies for individual
protection and development

Because economic development needs
to start from and be built around peo-
ple, investment policies for human re-
source development are particularly im-
portant. First, we need to give imme-
diate protection and relief to workers
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affected by restructuring. Advance
notice and severance pay must be intro-
duced as basic human rights. In addi-
tion, new national policies need to be
implemented to protect health benefits
and pensions and to provide improved
unemployment and social service bene-
fits. Individuals and their families
should not be crippled through job loss.

Second, workers should have vastly
increased access to educational resources
through a more comprehensive employ-
ment and training system. We propose
the establishment of a human resources
trust fund, financed by employer con-
tributions and general tax revenues.
This trust fund would be permanent,
replacing the temporary and ineffective
Job Training Partnership Act. Through
the trust fund, workers on the job could
build up credits via years of service that
would allow paid time off or leave to
utilize increased opportunities for main-
taining and improving their education
and skills. This measure would alsc have
the beneficial effect of reducing aggre-
gate work hours—essential in the age of
new technology. Workers who become
permanently displaced would be eligible
for stipends to support themselves and
their families while undergoing retrain-
ing. It is important to note that retrain-
ing would occur in conjunction with
alternative investment strategies—not
in place of them as in conservative/lib-
eral proposals—so that there would be
jobs within the community for which
workers could be retrained.

THE CHALLENGE OF
ECONOMIC ALTERNATIVES
We have not attempted to examine
all the details and implications of our
specific policy proposals, nor have we
tried to be exhaustive. Many further

elements are needed to form a compre-
hensive alternative economic strategy.
But we have tried to show that thereis a
strong need for increased attention to
the issue of industrial restructuring, that
current policy proposals from both lib-
erals and conservatives are inadequate,
and that innovative and bold alternative
policies are now necessary to meet the
needs of America’s people and its com-
munities. Corporate reindustrialization
is not the answer, nor is high technol-
ogy, while a policy of decreased atten-
tion would compound the waste and
inequity induced by current economic
and industrial restructuring. Instead,
human resources and social needs have
to be the building blocks for future
industrial policies. Workers and commu-
nities are resources too valuable and
important to be discarded.

There is little that should alarmin the
approach we have advanced in this ar-
ticle. America has a long and rich his-
tory of deep and far-reaching public
interventions that have fundamentally
changed the nation’s economic and
social course. The Louisiana Purchase is
one example; the development of the
West, the promotion of the railroads,
and the foundation of the land-grant
universities are others. Public invest-
ment in infrastructure, community ser-
vices, or new research programs is well
established, and precedents exist for
public development banking and exten-
sive rights to information and participa-
tion. We even have an implicit—although
not beneficial—set of national indus-
trial planning policies through the cur-
rent system of corporate tax breaks,
import quotas, and support for military
production.

Thus, few of the mechanisms we pro-
pose are new. What is different, how-
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ever, is the type of problem to be
addressed and the new role for govern-
ment, workers, and communities. Two
roads are open to us at this juncture of
history. One road leads to a society
increasingly subjected to rapid capital
mobility, wasted human resources, wid-
ening social inequalities, destructive
technologies, unmet community needs,
and heightened social tension. Thisis an
avenue already paved and open.

The second road leads in an alterna-
tive direction: a reemphasis on the value
of labor and community, full employ-
ment and more equitable working and
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living conditions, controls over corpo-
rate investment decisions, production for
social needs as well as profits, the bene-
ficial application of new ideas and tech-
niques, and more democratic work en-
vironments. We strongly believe in the
second direction, although much work
needs to be done to build the path. The
fundamental reorientation of policies
needed to achieve this alternative strat-
egy is unlikely to occur easily or quickly.
But it is the direction the nation, its
workers, and its communities need reso-
lutely to pursue.
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