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THE WILD CITY

By Manuel Castells, Ecole des Hautes Etudes en Sciences Sociales, Paris

In my understanding of the U.S. urban problems I have used exten-
sively my conversations with several friends, among them: Michael
Aiken, Robert Alford, Robert Cohen, Nancy Di Tomaso, Roger Friedland,
Ron Lawson, John Mollenkopf, Janice Perlman, Bill Tabb, Marvin Sut-
kin, Elliot Sclar, Glenn Yago, and, particularly, David Harvey. I thank all
of them and I apologize in advance for my mistakes; I hope they will help
me to rectify the erroneous interpretations. My understanding of the U.S.
urban crisis relied also on some direct observations and information gath-
ered during my ten month stay in 1975, including trips to Los Angeles,
San Francisco-Berkeley, New York, Boston-Cambridge, Madison, Chi-
cago, Baltimore and Washington, D.C.

Finally, I am grateful to Janet Burton (UCSC) for her help in searching
several crucial documents and to Pat Patterson for taking care of the typ-
ing and reproduction of the paper, as well as to the staff of the Interdis-
ciplinary Graduate Program in Sociology, University of California at Santa
Cruz, for its extremely effective support in the research work presented
here.

INTRODUCTION: /
BEYOND THE MYTHS OF THE URBAN CRISIS

““There was an urban crisis at one time,’” said William Dilley 3d, Dep-
uty Assistant Secretary of Policy Development at the Department of
Housing and Urban Development (1). But now, according to President
Ford’s aides, ‘‘the urban crisis of the 60’s is over.”’

What the officials wanted to express was that the black ghettoes were
under control in spite of the recession. As right-wing ideologist Daniel
Moynihan declared in the Congress, there is not an urban problem but a
Negro problem (2).

Is that really true? Is the urban crisis just the ideological expression
used by the ruling class to ‘“‘naturalize’ (through an implicit ecological
causation) the current social contradictions(3)?

This is the most current understanding of the political elite. So, Senator
Ribicoff, opening the famous Congressionial ‘‘Ribicoff hearings’’ on
urban problems in 1966 put it in unambiguous terms(4):

““To say that the city is the central problem of American life is sim-
ply to know that increasingly the cities are American life; just as ur-
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ban living is becoming the condition of man across the world. . . .
The city is not just housing and stores. It is not just education and
employment, parks and theaters, banks and shops. It is a place
where men should be able to live in dignity and security and har-
mony, where the great achievements of modern civilization and the
ageless pleasures afforded by natural beauty should be available to
all.”

The popular mood is similar. A survey conducted by Wilson and Ban-
field on a sample of homeowners in Boston in 1967 in order to identify
what the ‘‘urban problems’’ were for the people, concluded that(5):

““The conventional urban problems—housing, transportation, pol-
lution, urban renewal and the like—were a major concern of only
eighteen percent of those questioned and these were expressed dis-
proportionately by the wealthier, better educated respondents. . . .
The issue which concerned more respondents than any other was var-
iously stated—crime, violence, rebellious youth, racial tension, pub-
lic immorality, delinquency. However stated, the common theme
seemed to be a concern for improper behavior in public places.”’

Nevertheless, while the urban crisis of the 60’s remained largely as-
sociated with poverty and racial discrimination and with the social pro-
grams designed to control blacks and unemployed, the urban crisis of the
1970’s has progressively developed rather different connotations:

—The urban crisis has been used to speak of #he crisis of some key ur-
ban sercices, like housing, transportation, welfare, health, education,
etc., characterized by an advanced degree of socialized management and
a decisive role of the state jntervention(6).

—The urban crisis is als$ zhe fiscal crisis of the cities, the inability of
the local governments to provide enough resources to cover the required
public facilities because of the increasing gap between the fiscal
resources and the public needs and demands(7).

—The urban crisis is, at another level, the development of zrban move-
ments and conflicts rising up from the grass-roots community organiza-
tions and directed towards urban stakes, that is towards the delivery and
management of particular means of socialized consumption (8).

—And, currently, the urban crisis is also the impact of the structural
and economic crisis on the organization of the cities and on the evolution
of social services(9).

Is the multiplicity of meanings of the urban crisis an ideological effect?
It is, if by this we would mean that the roots of the different levels of
crisis that we have cited are produced by a particular form of spatial
organization. But if the crude use of the term ‘‘urban crisis’’ is an ideo-
logical artifact, the association between the different connotative levels is
not an arbitrary one. It is a biased reading of actual connections ex-
perienced in social practice.

In fact, our hypothesis is that the U.S. urban crisis is the crisis of a par-

~ ticular form of urban structure that plays a major role in the U.S. process

of capitalist accumulation, in the organization of socialized consumption
and in the reproduction of the social order. Since the urban role is per-
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formed at multiple levels, so is the crisis, its connections and its effects.
This is the unifying perspective that will underlie our exploration of the
multidimensionality of the urban crisis.

1 The U.S. model of capitalist accumulation and the U.S. pattern of
urban structure: economic dualism, class domination, and spatial
segregation.

The specificity of the U.S. urban structure since World War Il—under-
lying the crisis of American cities—results from the historical articulation
of the processes of metr%bolz'mm}mtion, suburbanization, and social-
political fragmentation(10).

A) Metropolitanization: concentration of the population and activities
in some major areas at an accelerated rate. Such population concentration
follows from the process of uneven development and from the concentra-
tion of capital (means of production and labor) in the monopolistic stage of
capitalism. At the periphery, regional economies and agriculture are dev-
astated/re-structured by the penetration of their markets and the trans-
formations in productivity under the hegemony of financial capital. Mass
migration follows. In the dominant urban centers, the combined effect of
externalities, transportation networks, urban markets and concentration
of the management units and of the institutions of circulation of capital
concentrate workers, means of production, means of consumption and
organizations. These major cities are soon called metropolitan areas as an
expression of their dominance over the ‘‘hinterland,” that is, over the
entire society.

B) Suburbanization:(13) the process of selective decentralization and
spatial sprawl of population and activities within the metropolitan areas,
starting at a large scale after World War II, accelerating during the 50’s-
and maintaining its trend in the 60’s. This is a selective process in that
the new suburban population has a higher social status. There is a double
differentiation of economic activity. On the one hand, business activities
and major administrative setvices remain in the urban core while man-
ufacturing and retail trade tend to decentralize their location. On the
other hand, within the industrial and commercial sectors large-scale
monopolistic plants and shopping centers go to the suburbs, leaving in
the central cities two very different types of firms: a small number of
technologically advanced activities and luxury shops; the mainstream of
industrial and service activities of the so-called ‘‘competitive sector’
(backward) as well as the marginal activities known as the components of
the *‘irregular economy.”’ \

In the U.S. urban structure(14), this process is a self-reinforcing one.
The immigration of poor blacks expelled from the agricultural south has
been concentrated in the inner cities(15). The exodus of the upper and
middle income groups attracts trade and setvice activities to the suburbs.
“‘Competitive sector’’ jobs locate in geographical proximity to the low-
income workers residing in central cities. Service and industrial employ-
ment locate in terms of the transportation system for suburban workers.
The ecological patterns of residence will be increasingly differentiated (16):
yard-surrounded suburban single family houses versus increasingly ob-
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solete inner city apartment dwellings. The cultural style, rooted mostly in
the social class and family practices, will be symbolically reinforced by
the social-spatial distance and by the environmental imagery. The two
worlds will increasingly ignore each other until they will develop recip-
rocal fears, myths, and prejudices, often articulated to racial and class
barriers(17). The segregated school will become a major instrument of
self-definition and perpetuation of the two separate and hierarchically
organized universes(18). :

The suburbanization process has been facilitated by major technological
changes in transportation, in the mass production of housing and in the
increasing spatial freedom of the plants and services in terms of the func-
tional requirements for their location. Suburbanization is not a conse-

quence of the automobile. On the contrary, the massive auto-highway
transportation system and the new locational patterns ot residence and

employment express the new stage of capitalist accumulation and have
been made possible primarily by the policies of the state designed to
serve this purpose(19). Let us summarize briefly the specific connections
between capital accumulation, state policies, and suburbanization.

The recovery of U.S. capitalism after the Great Depression of the
thirties was made possible by the war and three major post-war economic
trends (20): a) the internalization of capital and the increase of the rate of
exploitation on a world scale under U.S. hegemony, as a direct
consequence of the economic and political situation of each country after
World War II. b) the rapid expansion of new profitable outlets through the

development of mass consumption. c) the decisive structural intervention
of the state in the process of accumulation, in the creation of general con-
ditions for capitalist production and in the socialization of costs of social
investment and the reprodgction of labor power. As a simultaneous cause
and consequence of this accelerated capitalist growth, the stability of the
social relationships of exploitation was achieved through the combined
use of economic integration and political repression of the mainstream of
the working class.

How do these trends relate themselves to the process of suburbaniza-
tion? On the one hand, the increasing profits of monopoly capital allowed
the expansion of material production and of the investment in new tech-
nology and transportation facilities that led to the decentralization of
larger plants. On the other hand, the economic growth allowed a less than
proportional raise of the workers’ wages and gave some of them a pros-
pective job stability, increasing their purchasing power and their financial
reliability. The requirement for immediate and massive new outlets was
met just in time by the sudden expansion of mass production of new hous-
ing, highway-auto transportation and all complementary public facilities.
In twenty years, America practically built up a new set of cities, contig-
uous to the preexisting metropolises. The reason that improved housing
conditions were realized through new suburban settlements was that land
was much cheaper in the urban fringe, that mass production of housing
with light building materials required new construction and that the
whole impact on the economy was considerably higher, particularly if we
consider the implied necessity of a decentralized individual transportation
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system (21). Under these conditions of production and relying on a system
of easy installment credit, the construction and auto industry could draw
into their market a substantial proportion of the middle-class American
families, later including in this new world a sector of the working class.

Nevertheless, the decisive element in the feasibility of this economic,
social, and spatial strategy was the role of the state, particularly of the
Federal government, introducing key mechanisms for the production of
housing and highways, in a form subordinated to the interests of mon-
opoly capital. In the case of housing, as the most recent U.S. govern-
ment’s report on housing writes(22):

In the 1930’s Congress made two fundamental policy decisions which
remain basically intact to this day. The first was the complete re-
structuring of the private home financing system through the cre-
ation of the Federal Housing Administration (mortage insurance); the
Federal Home Loan Bank Board and Bank System (savings and loan
industry); institutions like the Federal Deposit Insurance Corporation
and the Federal Savings and Loan Insurance Corporation (insurance
on deposits of commercial banks, mutual savings banks, and savings
and loan associations); and finally, the Federal National Mortgage As-
sociation (secondary mortgage market). Creation of these institutions,
resulting in the acceptability of long-term, low down payment, fully
amortizing mortage and a system to provide a large flow of capital
into the mortgage market, are probably the most significant achieve-
ments of the Federal Government in the housing area.

With the provision of a mortage system that provided risk-free credit
for financial capital, the state overcame the major obstacle to the profit-
able mass production of housing within capitalism: the absence of a re-
liable home ownership market. Once the government undertook the risk
of mortgage foreclosures, the middle-class families could afford to enter
the market, starting the process that allowed the relative modernization of
the building industry and the lowering of costs which further enlarged the
suburban market. In addition, the government issued (during the past
forty years) a number of fiscal measures to protect real estate investors
and to favor home ownership(23). \

Concerning the development of the highway-auto transportation sys-
tem, three elements have to be considered(24): a) the deliberate destruc-
tion by the auto corporations (under the tolerance of the state and federal
authorities) of alternative means of transportation, namely by acquiring
the streetcar and railway companies and dismantling them. . . (25) b) the
government paid ninety petrcent of highway construction and it has spent,
in 1973, sixty times more in this category than in urban collective
transportation for the whole country (26). c¢) the residential and indus-
trial sprawl was necessarily connected to the highway-auto trans-
ding the organization of autonomous state-based agencies. The Federal
government paid ninety percent of the highway construction and it has
spent, in 1973, sixty times more in this category than in the urban col-
lective transportation for the whole country(26). c) the residential and in-
dustrial sprawl was necessarily connected to the highway-auto trans-
portation, and in that sense the capitalist interests and the state policies
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created a set of mutually reinforcing trends. The auto, and therefore the
highway, became a need.

The role of the suburbs in the process of capitalist accumulation was
not limited only to providing outlets for the capital directly invested in
their production. The whole suburban social form became an extremely
effective apparatus of individualized commodity consumption.

Shopping centers and supermarkets were made possible by suburban
sprawl. A new set of leisure activities (from the drive-in to the private
swimming pool) was linked to suburbanization. But even more important
was the role of the suburban single-family house as the perfect design for
maximizing capitalist consumption. Every household had to be self-
sufficient, from the refrigerator to the TV, including the garden mach-
inery, the do-it-yourself instruments, the electro-domestic equipment,
etc.

At the same time, the suburban model of consumption had a very clear
impact on the reproduction of the dominant social relationships. Because
the (legaily owned) domestic world, was in fact borrowed, it could be kept
only on the assumption of a permanent pre-programmed job situation.
Any major deviation or failure could be sanctioned by the threats to (job-
dependent) financial reliability. The mass consumption was also mass de-
pendency upon the economic a@nd cultural rules of the financial
institutions.

The social relationships in the suburban neighborhood also expressed
the values of individualism, conformism and social integration, reducing
the world to the nuclear family and the social desires to the maximization
of individual consumption.

Without discussing here the alternative hypotheses about the suburbs
being produced by the corfjbination of technological possibilities and of
subjective values towards suburbanism, three remarks must suffice: a)
Peoples’ consciousness and values are Produced by their practice, a prac-
tice determined by their place in the social relationships of production and
consumption(27). b) It is true that there is a “return to nature’’ dream

linked to the myth of recovering, at least ir} the evening, the autonomy of
the petty commodity and peasant production from which salaried labor

power was historically drawn. c) This myth is as strong in Europe as

in the U.S. and nevertheless the suburban pattern Aas not been the same.
In this sense the U.S. is #nigue in the wotld. Obviously the suburbs have
grown everywhere with the expansion of the metropolitan areas, but the
pattern of social segregation is not the same (with the non-U.S. central
cities having frequently a higher social status on the average). Suburban
ownet-occupied housing is much less diffused outside the U.S. and the
automobile is not the major mode of urban transportation. Indeed, this is
not a matter of “‘inferior level of development’’: the ‘‘suburban-like-U.S.
pattern’’ is being reversed in Paris in the last ten years after having in-
creased in some extent in the early sixties(28). This is not to claim the ir-
reducible specificity of each society but to show how the process of U.S.
suburbanization was determined and shaped by a particular pattern of
capitalist development at a particular critical stage characterized by the
decisive intervention of the state(29).
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The other face of the process of suburbanization was the new role
Played by the central cities in the process of accumulation and in the re-
production of the labor power. There is a major differentiation between
the Central Business District (CBD) and the central cities at large(30).
The CBD kept the major directional and organization economic functions,
as well as a number of luxurious commercial activities and several major
cultural and symbolic institutions, while losing a large proportion of the
retail trade and many residents. The central cities lost jobs especially in
large-size manufacturing plants and a significant residential proportion of
the middle-class as well as monopoly workers. On the other hand, central
cities received increasing numbers of black and poor white immigrants,
mostly from the southern depressed areas, as a consequence of the mech-
anization of agriculture and of the destruction of the backward regional
economies(31). The central cities became the location, at the same time,
of the “‘competitive sector’’ activities, of the corresponding low skilled
and low-paid segment of the labor market, of the surplus population (un-
employed and underemployed), and of the discriminated ethnic minor-
ities. Therefore, the central cities organized consumption on an entirely
different basis than the suburbs. The housing market, in particular, was
supposed to work according to a *‘filtering down’’ theory. Namely, the
upper strata of central city residents (excluding from our analysis the top
elite, mostly concentrated in self-defended high-society ghettoes) left
their urban dwellings for their new suburban homes. This allowed the
middle-strata to occupy the vacated houses, freeing their standard hous-
ing for the bottom level that could leave their slums to the newcomers. In
fact, such a theory never corresponded to reality, since its basic assump-
tion was the extension of upward income mobility to the whole pop-
ulation(32). Given a process of uneven development, the low and middle
strata of the inner city were not able to afford the level of rents or interest
bayments necessary to jump to the following housing level. In addition,
the racial discrimination operated against any actual access of the minor-
ities to an equivalent standard of living, imposing a *‘race overprice.”’(33)
The result for inner city housing was that to maintain profit levels, the
landlords combined lower rents with overcrowding and lack of mainten-
ance. Some neighborhoods were nevertheless well-maintained on the
base of ownership through savings and loan associations linked to non-
monopolistic financial markets, mostly ethnically (white)-based(34).

‘The fixed assets of the innter-city residents were reduced in value(35):
what was occasion of profit for capital in the suburbs was cause of
impoverishment for the inner-city white working class, of indebtedness
for the suburban middle class and of deterioration of living conditions for
the slum dwellers. The reduction of the economic base of the central city
revenues also reduced the public services needed by the social groups
that could not afford commodified consumption. Thus, the process of sub-
urban expansion was, at the same time, the process of the central city de-
cay. Both were produced by the dominant capitalist interests which dif-
ferentially affected the different social class segments(36).

C) The specific model of the post-war U.S. urban structure is completed
by the functioning of a third major trend: #be political fragmentation of
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autonomous local governments, and their role in the maintenance of the
social residential segregation and the corresponding organization of
consumption(37).

‘‘Separate and unequal,’”’ the communities of the metropolitan areag
have transformed the Jeffersonian ideal of grass-roots local democracy
into a barbed-wire wall of municipal regulation which prevents redistrib-
ution of income through the public delivery of goods and services(38). An
interesting analysis by Richard Child Hill on a large number of metropol-
itan areas shows a close relationship between the level of metropolitan in-
come inequality and social status, and local government resource jn.
equality(39). This reflects both the major cleavage between central cities
and their suburbs, and intra-suburban stratification. So, the more low in-
come residents are dependent on socialized consumption, the less the
local government, major agency of provision of public facilities, has the
resources to meet those needs and demands. Thus, not only are exploited
people trapped in the labor market, but, in" addition, public institutions
are structurally regressive concerning the mechanisms of redistribution.
Furthermore, fragmentation becomes a social and racial barrier that con-
nects cultural prejudices to real estate interests. The school system plays
a major role in channeling expectations of generational social mobility
within each particular stratum and reproducing the whole system, econ-
omically and ideologically(40). The wage-earning population is split so
that each social position is crystallized in physical and social space, in
consumption of services, in organizational networks and in local govern--
ment institutions. Future conflicts are channeled towards intra-city
competition among equally exploited residents for a structurally limited
pie. The suburban local governments enforce this situation through all
kind of discriminatory lagd-use regulations: large-lot zoning, minimum
house size requirements,exclusion of multiple dwellings, obstacles to
non-reliable building permits, etc.

Thus, class-based metropolitan inequality is derived from uneven cap--
italist development. Expressed in the unequal social composition of the
urban structure, it is ultimately preserved and reinforced by the state
through the institutional arrangement of local governments and the class-
determined fragmentation of the metropolitan areas.

The U.S. urban development pattern individualizes and commodifies
profitable consumption, while simultaneously deteriorating non-profitable
socialized consumption. At the same time the institutional mechanisms
for the preservation of the social order are structurally provided.

The coherence and the elegance of this model appeared as neat, well
ordered, and impeccable as the uniforms of the guards who stand behind
the smiling facade of the advertising society.

The new metropolitan world seemed able to goonandon . . . .

2. The social contradictions of the model of urban development and the
attemptrs at regulation through urban Dolicies. [41].

The new dynamic stability attained by the capitalist model of suburban
growth did not last very long. Several structurally implicit contradictions
within the model have expanded at an accelerated rate.
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Utban crisis have been generated by the contradictions inherent in a)
the corporaie business and political elite response to the decay of central
cities; and b) the loss of social control over the minorities and the lower
working class of the inner city(43).

a) The first process had three major consequences that were highly dys-
functional for dominant interests: i) deterioration of municipal services and

the social environment threatened the existence of the Central Business
District. Yet the preservation of the CBD was essential because of the
ecological requirements for concentration of some directional functions;
and because of the need to maintain the value fixed capital investments
and real estate interests held by large corporations; ii) threat to functions

of centrality, at the level of the symbolic dominance, cultural institutions
and ‘‘higher circles’’ residence and leisure that had to be preserved;

iii) potential erosion of political influence over the oldest white ethnic working

class which had to be maintained as a base of institutional power, yet which
required a city fiscally able to provide a minimum level of services and
jobs. .

To counter these consequences, it was crucial to restore the city’s fiscal
viability. The central city moved inexorably towards a gap between
shrinking local property tax revenues on the one hand, and expanding ex-
penditures on the other. Corporate strategy involved giving up most of
the central city, to concentrate on a program of downtown redevelopment,
combining urban renewal, real estate initiatives and easy access to the
wealthy outer suburban ring through new highways reaching into the ur-
ban core over ghetto roofs. This strategy required the mobilization of the
dominant forces of the largest cities around a program which articulated
specific capitalist interests, local political elites and the federal govern-
ment. As Mollenkopf has shown in a critical paper, during the 1950’s
‘‘pro-growth coalitions’’ formed to elect several strong mayors to imple-
ment and to legitimize this downtown redevelopment program (Daley in
Chicago, Alioto in San Francisco, Lindsay in New York, White in Boston,
etc.) (43a).

‘The strategy’s success was contingent on its articulation with urban re-
newal programs. Using the provisions of the 1949 Housing Act, this pro-
gram accelerated in the sixties, Federally financed (44). This downtown
program, carried out in cities like Boston, Newark, Baltimore, and Los
Angeles, was predominantly aimed at attracting commercial and corpor-
ate interests in order to increase the tax base, to preserve the centrality
functions, and to protect the CBD against the surrounding ghettoes. The
program, with current costs of $8.2 billion in direct outlays and $22.5 bil-
lion in local government bonded debt, together with the highway program
displaced over 250,000 families per year. These families were generally
not relocated and received compensatory payments averaging $80, or less
than one percent of the direct federal outlays. The results are two-fold.
On the one hand, the downtown districts have been partially ‘‘saved,”
the deterioration of the municipal budgets was slowed and some central
functions (for instance, some urban universities) were preserved. On the
other hand, a number of communities were disrupted, a mass of sound
housing stock was destroyed without equivalent replacement, the dis-
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placed families suffered serious difficulties and the central city housing
and public services situation worsened(45).

No wonder that urban renewal was under grass-roots attack and that a
number of urban struggles started as a reaction to the program(46). In
that sense, the partial economic benefits that corporate and elite interests
received from pro-growth policies were counteracted by the ensuing prob-
lem of maintaining the social order. These problems were exacerbated by
another parallel set of expanding contradictions. :

b) The inner city residents were submitted not only to the urban bull-
dozer but increasing unemployment and inflation. ‘‘Poverty’’ suddenly
became a reality that nobody could ignore. The very serious depression of
1957-58, which developed once the economic stimuli of the Korean War
had been spent, particularly struck the ‘‘competitive sector’’ workers and
the newcomers to the large cities. Without collective political challenge to
their situation, many inner city dwellers, particularly the youth, reacted
individually. So-called ‘‘crime in the streets’’ rose dramatically. Neigh-
borhood gangs spread in the ghetto. The city’s social order was seriously
threatened(47).

At the same time the civil rights movements, launched by Black people
in the south with white liberal support in the northeastern cities, had
started to transform the consciousness of the uprooted black immigrants.
The ghetto organizations became more militant.

Those tendencies contributed to a new strategy of the federal political
elite on the behalf of the ruling class. The late fifties (particularly the
1957-58 depression and the Soviet Sputnik) directed the attention of the
American dominant interests to the need to introduce some regulatory
mechanisms at the social level. Labor unions reacted to the crisis by
threatening to revise their gupport for labor-saving technological improve-
ments. While a fraction of American capital, and most of the political per-
sonnel wanted to pursue the trend that had been so successful during the
fifties, adding more repression if necessary, the most class-conscious fac-
tion of the establishment supported a new reformist strategy in order to
preserve the most precious advantage of U.S. capital: the stability of the
exploitative social order. To them this ‘‘new frontier’’ appeared useful and
without political danger. Internally, the McCarthy period had eliminated
any possible alternative from the Left. The socialist forces had been iso-
lated, discredited and dismantled. The unions had either been coopted or
repressed. The ideological order had been secured by the combined effect
of the cold war, the hot (Korean) war and of the economic boom. Exter-
nally, the nuclear equilibirum limited the possibility of defeating the
Soviet Union: the ‘‘peaceful coexistence’’ that followed permitted greater
maneuverability and rendered the continuous mobilization of conservative
myths superfluous. In sum, in the late fifties the most enlightened sector
of the ruling class realized that the model of development required social
reform for which they had the requisite political strength. The purpose: to
enlarge their social base, to increase their political and ideological legit-
imization, and to modernize the economy by rectifying mechanisms of
over-exploitation that were only required by backward sectors of capital.
One of the major objectives of this reformist strategy was to provide
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mechanisms of black integration, or at least to give symbolic channels to
prevent a mass-based social revolt. Furthermore, the specific political
instruments that had to be used by the reformist wing required a mobil-
ization of the black vote (particularly in the northern cities) in order to
compensate for the loss of the right-wing democrat vote in the south(48).
In fact, Kennedy won the key vote of Chicago in 1960 by relying on the
black vote. If it is true that the ghettoes traditionally voted democrat,
what was new in 1960 was the exceptional turn-out of blacks voting for
Kennedy. Yet, the rationality of this strategy did not convince a significant
proportion of the American rulers. Its implementation was not a
“structural necessity’’ but the result of a political struggle (the 1960
Nixon-Kennedy election) that gave a narrow victory to the man that was
at the same time the candidate of the Establishment and the hope of the
over-exploited against short-sighted ‘‘middle America.”’

The "'New Frontier policies’’ and the ‘‘Great Society’’ programs were
aimed at two major targets (49): a) the implementation of ‘‘civil rights,’’
particularly against legal discrimination in the South; b) the reduction of
the consequences of uneven development by establishing special services
and benefits for ‘‘the poor,” trying at the same time to maintain social
order. On both sides, the central cities became the natural battleground for
the new reformers. A pioneer program, New York City’s East Side
Mobilization for Youth, ‘‘discovered’’ that the best way to prevent juvenile
delinquency was to organize the young people in order to obtain their
collective demands on jobs, services, and revenues.... The only’
“trouble’”” being that the program became increasingly contradictory
with the social order that had generated it. Also, War on Poverty
programs undertaken through the Office of Economic Opportunity had
to be complemented, at the grass-roots level, with the Community
Action Program which tried to organize and to mobilize neighbor-
hood residents to put pressure on the bureaucracies in order to obtain the
required services(50). How is it possible that some bureaucracies were
pushing other bureaucracies? Because they were different bureaucracies:,
it was clear, at the Federal level, that all efforts of even modest social re-
form would be absorbed by the interests vested in the Joca/ government
bureaucracies unless some controlled grass-roots pressure could be or-
ganized. Such &ontrol was eventually lost, not because of the naive ideal-
ism of the reformers (as some conservative bureaucrats think(51)) but be-
cause of a set of contradictions internal and external to the reformist pro-
grams. Internally, how to mobilize people without convincing them? And
how to convince and be trusted without engaging in some actual economic
or institutional reform? And how to do this without hurting the partic-
ularistic interests of the locally established cliques? Externally, the ex-
pansion of the Great Society programs was historically connected to five
major disruptive trends in the crucial period of the sixties: 1) the uprising
of black people and the development of a black movement; 2) the Viet Nam
War that apsorbed more and more public resources, preventing the

Federal government from matching the expectations provoked by the

social programs; 3) student revolt and the major breakdowns in the cap-
italist ideology with the emergence of the counter-culture as a symptom of
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the legitimacy crisis; 4) the development of neighborhood struggles that
opposed the ‘‘pro-growth coalition;”’ 5) the inflationary process that un-
dermined standards of living and faith in the market mechanisms, turning
people towards the issue of service delivery.

The interaction of the ‘‘urban programs,”’ designed to improve social

‘ peace, with these various trends initially transformed the programs into

disruptive mechanisms. In a second phase, this led to .their dismantlement
(started by Johnson in 1967-68 and accelerated by Nixon) and the use of
massive repression in the inner city, under the newly reinforced control of
local bureaucracies. -

“Thus, both urban renewal and urban social programs, policies designed
to improve the economic situation and the social stability of the decaying
inner city accelerated the social conflicts as expressed by community mo-
bilizations in the neighborhoods and by mass disruptions in the ghettoes.
Combined with the problems arising within the services themselves,
these led to a new, more dangerous form of urban crisis that exploded in
the 1970’s.

3. Dimensions and processes of the current U.S. urban crisis.

‘The failure of the urban policies to handle the problems generated by

_uneven urban-suburban development and the maturation of the contra-

dictions underlying the production and delivery of services precipitated
during the sixties a multidimensional crisis that violently shook the urban
structure and endangered its crucial function in the process of
accumulation and segrelated consumption. This crisis developed along
several different lines that, although interrelated, will be better understood
considered separately. ,; '

3.1. The breakdown of social order in the inner city.

The most direct and most disruptive expression of the urban crisis was a
series of different phenomena that broke suddenly and radically the
reproduction of the social order. The breakdown rooted in central city
social order was in the social structure of exploitation and the political and
ideological experiences of oppression. Nevertheless, since the central city
was, on the one hand a material apparatus for the directional functions of
the economy and of the society, and on the other hand, a form of organ-
ization of the labor power in the stagnant economic sector, the revolt of
the over-exploited against the symbols and practices of the rulers, was ex-
pressed through the material base and organizational supports of the
inner city’s every day life.

This major disruption of the dominant social order took several forms
that, without being equivalents, all expressed the rejection of a given sit-
uation and produced a similar impact on the functioning and structure of

- the central city. The most important forms of breakdowns of social control

were the following:
A) The rapid increase of so-called ‘‘crime’’ and particularly of “‘crime
in the streets’’ that was clearly linked to an individual reaction against
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structural oppression coupled with the absence of a stable mass-based po-
litical alternative(52). ‘‘Crime’’ is not only explained by ‘‘deprivation.”’
For example, in the 1930’s depression ctime rates actually went down and
only went up again in the late fifties and early sixties. In the current de-
pression crime rates are higher still (+20 percent in 1974/1975). This
implies that the collective movement that during the thirties forced
the government to launch the New Deal was viewed by most urban dwel-
lers as an adequate response and a hopeful trend. Today the inner city
concentrates the structurally unemployed and lacks an effective channel
for mass action. But we also observe that the most rapid crime rate in-
crease was during the sixties, when in fact, until 1966 the economic sit-
uation was improving on the average. So it seems that the major factor
has been the collapse of the system of social control by the family, the
school, or the southern communities from where many inner city dwellers
came. Not only was urban crime a challenge to the social order but it be-
came a way of living, economically and culturally, for a large sector of
inner ghetto youth that had no chance outside the irregular economy to
which some forms of crime are structurally connected.

B) On a totally different dimension, another source of challenge to the
established social-spatial division of labor and consumption was #he
development of community organizations and urban protest movements
that defied the logic of functioning and delivery of specific services as
well as the legitimacy of traditional local authorities(53). The most
widespread urban movements were mobilizations against urban renewal
in order to protect the neighborhood from demolition or to obtain ade-
quate relocation and compensation. Given urban renewal’s direct threat,
the mobilizations were at the same time relatively easy to develop but de-
fensive and limited in their scope. Nevertheless, after several years of ex-
perience, the movements progressively shifted towards demands for
comprehensive neighborhood planning forcing a new approach to urban
redevelopment.

The rent strikes, as analyzed by Michael Lipsky (54), particularly in New
York, in St. Louis, in Philadelphia, in Chicago, etc., marked a new period
where the ‘‘filtering down’’ process was blocked by requirements of
adequate repairs and by demands for controlled rents according to some
public standards instead of at the landlord’s will (55). All social services
(health and education in particular) as well as social welfare were subject to
assault by central city residents. Frances Piven and Richard Cloward have
shown how, in fact, the spectacular increase in the welfare roles during the
sixties was not due to the increasing nzeeds (that already existed) but to the
increasing demands (56). Thus, urban protest was not the effect of an
urbanization process, but the grass roots attempt to overcome the
segregated model of collective consumption, an expression of the loss of
social control from the combined impact of the internal contradictions of
urban services and of generalized unrest in the American society.

The poor and black mobilizations were paralleled by Alinsky-type

community organizations trying to develop middle class citizens’
participation and control over the local governments and social services.
Bailey(57) has shown how this very moderate populist approach
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developed mostly where middle-class groups found ‘‘poor people types of
problems,” that is where the inner-city crisis struck the remaining

_middle-class dwellers. Thus, in spite of their ideological conservatism and

pragmatic approach, the Alinsky experiences were a real threat (as
opposed to the opinion expressed by Bailey) to the social order, since they
were channeling groups towards protests that were generally supportive of
local institutions. Certainly, their localism and economicsm kept them
within the mainstream of the consumer movement but their growing influ-
ence was a factor pushing in the direction of a multi-class movement
that could have been developed on a more conflictual base in a different
political context. In summary, while limited, localistic and strictly
economic, the urban movements during the sixties clearly limited the
over-exploitation implicit in the until-then predominant pattern of urban
development.

C) Nevertheless, the most significant factor in the breakdown of the
social order in the cities during the sixties were the 77ozs, mostly in the
black ghettoes. After the explosions of Harlem (1964) and Watts (1965)
they were generalized in the famous hot summer ot 1967, 1n 1968 as a
mass response to the murder of Martin Luther King, and followed in
1969, 1970 and 1971 in a very important number of less publicized
riots (58). Certainly, the riots are not ‘‘urban movements’ in the sense
that they were not exclusively linked to a protest related to the living
conditions in the inner city. They were a form of general protest and
struggle of the black people against the general conditions of their
oppression. After many debates and empirical research on the courses of
riots, the best statistical systematic analysis, carried out by Spilerman(59)
shows that the only variables significantly correlated with the occurence
and intensity of riots were the size of the black population in the city (the
larger the black population;fthe more riots) and the region (the northern
cities have higher probabilities). Statistically speaking, the riots were
strongly linked to the large inner-city ghettoes of the largest metropolitan
areas. This can be interpreted either in organizational terms (the largest
possible base for sustained mass organization) or in terms of the specific
effects of the segregated organization of work, services and everyday life,
as expressed in the largest ghettoes. The hypotheses are complementary.
The riots were mass protests against the racist society, including one of
its dimensions, the specific pattern of racial segregation in the ghetto and
its effects on the delivery of services and jobs (60).

If the Black movement, in its different expressions, could not overcome:
its isolation and if its vast radical component was destroyed by
repression, the struggles of the sixties forced the state, at the federal and
at the local level, to a major re-examination of the use of central cities as a
reservation for ethnic minorities. Access of blacks to local governments and
to the state agencies was given in increasing proportion, most and better
services were distributed (at least for a period) and more public
jobs were available tor inner-city residents. Very often this was part of a
process of cooptation of the community leaders to disorganize the grass-
roots but nevertheless the overall effects producted a decisive breach in
the social logic dominating the urban services and local governments. So,
the mobilization and protest from the grass-roots, at the same time,




16

obtained tangible social benefits, challenged the structural logic and
eventually precipitated the crisis of the urban setvices.

3.2. The crisis in the system of production and distribution of the means
of collective consumption (61).

The crisis of the post-war pattern of urban development also reflects an
increasing inability to keep the segregated delivery of urban services
functioning smoothly. The most significant examples include housing,
transportation and education.

A) The crisis of the housing market, particulatly acute in the central
cities of large metropolitan areas, is revealed in a total failure of the
“filtering down’’ theory, the relative deterioration of the resources of the
poor, the rising level of property taxes and maintenance costs, depreciation
of the housing stock by the overall decay of the city, overcrowding and lack
of maintenance.

Many landlords faced declining purchasing power and profitability (62).

The incomes of a large proportion of central city families were

insufficient to provide landlords with acceptable profit margins and meet
maintenance costs. Thus many families: 1) overcrowded small dwellings,
accelerating the rate of deterioration, 2) @bandoned housing units in the
quest for cheaper housing, 3) launched rent strikes and either were
evicted or the landlord abandoned the house to deterioration and
subsequent renewal and compensation.

On the other hand, many central city landlords faced increasing costs
and property taxes, could not obtain higher rents because of the low
income of tenants, and could not sell because of tenant resistance and lack
of buyers. So, they stopped repair and maintenance. Later on, they
stopped paying property taxes, obtaining super-profit during the two or
more years before the city could legally take over the house (63). Since the
cost of demolition was high and without profitable purpose, the empty
houses were quickly occupied by squatters, and very often by drug addict
communities and inner city gangs. Violence, prejudice, actual assaults,
and wide-spread fear contributed to the abandonment of the entire sector
by the neighbors, creating a process of contagion that literally produced
no-man’s land zones in large parts of the cities. This trend is developing
very fast in the U.S. Some official figures for 1973 (64) estimated
(“‘conservatively’’) 100,000 units abandoned in New York City, 30,000 in
Philadelphia, 12,000 in Baltimore, 10,000 in St. Louis, etc. The process of
abandonment has been going on in New York for the last eight years at a
rate of 50,000 housing units each year, which (with corrections for
demolition and adding previously abandoned stock) gives an estimate of
between 400,000 and 450,000 abandoned apartments.

B) The crisis in central city housing stock is paralleled by a crisis 7 the
mechanisms of production and distribution of suburban housing, reflected
in creeping inflation and the instability of financial markets (65). Financial
intermediaries are decisive in the families’ ability to purchase a home.
The major contradiction is manifested in increasing individual, corporate
and state debt in general, and residential debt in particular. Residential
debt as a proportion of total debt rose from 9.5 percent in 1947 to 23.7
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percent in 1972. More and more resources have to be devoted to pay the
past debt. With the skyrocketing of interest rates and stagnation of real
income the cost of new suburban housing threatens a financial collapse that
could start an explosive chain of reactions. _

Housing investments are becoming more and more risky and th}flzrleggre
the leading financial institutions are retreating from the mortgage-holding
market. In the process the Federal government has a§sumed an increasing
share of the debt, avoiding a mass of foreclosures in the sgburl?s and in
the central cities. Increasing government fiebt and thus inflation were
crucial for maintaining the demand for housing between 1968 apd 1972.

But there are major unresolved contrafilcthns linked to t_h_1s process.
Either interest rates grow faster than 1nﬂat10n, and families will bel
increasingly unable to pay them, or inflation speeds up ?I‘Iild %I:ilzzcrﬁ
institutions will refuse to make unproﬂtable investments. The Fe
government intervenes, but is increasingly ’u.nal.)l.e to stop inflationary

expenditures and simultaneously meet other priorities.

C) The pattern of transportatior in the dual model of urban-suburban
structure produced several contradictions dl'mng'the sixties (67). The most
important was the differential speed of residential spraw.l and decentt:al-
ization of activities in the CBD. The undersupported Rubhc transportation
network became increasingly over-crowded and deteriorated and the new
urban highways were not enough to support the amount of peak-hour
traffic. An increasing proportion of central land was devoted to parking
lots and the downtown streets were more and more submerged by the
traffic. Federally backed use of the automobile created a permanent
financial crisis in public transit and reinforced the downgrading of the
service, thus expanding a vicious circle (68). L )

Urban crises have beendgenerated by the contradictions mhe'rent in a)
downtown-redevelopment interests that required renewed pul.)h(.: support
for mass-transit in order to make the facilities they were building more
accessible; b) the inner-city reside_nts who had problems drlltvnig in tl};c;
city and were disadvantaged in their travels to suburban wi?: dP ace?. N
a response, the Federal government started a new program fun ing eig Itly
percent of city projects proposing mass transit development (69). The
most important initiative-under this new provision was the BART system
in the San Francisco Bay Area. But as several analysts h_ave shown, th{s
experience, as well as the general trend in other on-going mass-transit
programs, have favored middle class suburban resu.icnts commuting o
work in the central business district rather than the mcreasmgly. isolated
city residents ar the mass of workers commuting from the working class

tbs.
su%lllltb the model came under attack from the suburbs as well. Car
maintenance costs increase and a significant proportion of the sqburban
population cannot drive. A study conducFed by the Berkeley Institute .of
Utban Research estimated the proportion of those deprived of daily
access to the car in the San Francisco area as thirty percent of .the
population over 16. Also, the measures to protect the environment against
ollution have emphasized the critique of the automobile, mob’lllzmg one
imension of the suburban model (living ‘‘within Nature’’) against
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another (traveling by car).

Ultimately, the oil crisis is producing a major breakdown in the
perspectives of unlimited car-based transportation. With the 55 mph
speed limit on the highways, commuting time increases substantially and
the absurdity of extra large super powerful cars running slowly in 12-lane
express highways is starting to strike many North American minds.

D) Another key mechanism in the class model ot urban structure that is
currently crumbling is the schoo/ system. We will not refer here to the
whole complex set of contradictions concerning education, but exclusively
to its role in the reproduction of the system of urban segregation through
the ‘‘separate and unequal’’ rule. The autonomy of the school districts over

the functioning of their schools has come under attack from the grass-roots -

and from the institutions at the same time. The neighborhood movements,
particularly in the minority sectors of the city, have developed a campaign
‘asking for community control over the school, namely for the mobilization
of the parents in order to improve the quality of the service and to break
down the differential class logic of the educational bureaucracies in the
inner city schools. Without challenging segregation, this movement
opposes the effects of segregation on services calling into question the
structural inequality in the distribution of public resources (70).

On the other hand, the impact of mass protest and liberal pressures on
the institutional system led to a potentially explosive trend: the busing of
school children among different school districts in order to keep a racial
balance and to avoid segregation (71). This measure is one way to bypass
the vicious circle between the social status determined by the quality of
education and the equality of education determined, through residential
segregation, by social status. Some cities have court-ordered two-way
busing in order to improve integration in the schools. While the upper
and middle-class do not care too much, being ‘‘protected’’ in the suburbs
or having the possibility of sending their children to private schools, the
white working-class neighborhoods have reacted strongly (rioting and de-
monstrating in Boston, Louisville, etc.) against what they consider a
threat against the social chances of their children or even their physical
security.

The system of ‘‘educational vouchers’ to families who can use them in
the school of their choice, each school receiving funding proportionately
to the demand is an attempt to make the schools work through the market
mechanisms. Experiences in California do not seem very convincing
either in terms of efficiency or equality since the mechanisms of recipro-
cal selection by schools and parents work to keep in general the same so-
cial recruitment.

What is clear through this process of contradiction and conflict over
school segregation is that the U.S. urban model is being shaken not only
in its daily functioning but also in its mechanisms of self-reproduction.

E) Similar problems appear in other basic public services, such as
health, garbage-collection, welfare, etc. Analysis of these service areas
would provide additional evidence about the general breakdown of the or-
ganization of the means of collective consumption settled during the ex-
panding period that followed World War 11

[ .

The most striking effects of these trends are undoubtedly the growing
abandonment and physical destruction of large sectors of the central cities,
particularly in the ghettoes. Baltimore’s Pennsylvania Avenue, Boston’s
West Point, St. Louis’ Pruitt and Igoe, etc. are symbols of the potential
massive destruction that could happen if the current pattern is not re-
versed. The most famous example is the South Bronx District in New
York, where 600,000 people live. The process of abandonment, the deter-
joration of real estate values and the loss of control by the system, have
induced the landlords to stimulate fires in order to obtain some payment
from the insurance companies. In other cases it is just to obtain plumbing
and some building materials. They pay children to start the fires: $3 to
$10 each. There were 12,300 fires in South Bronx in 1974, with more than
one-third proved intentional, ten evety night! And that is not a unique
district: Brownsville-Brooklyn, Bushwick, etc. are also burning. Zones of
New York appeared as if they had been bombed. And among the ruins,
the structurally unemployed, and kids without schools, sit and chat
waiting to see what is coming next.

The crisis of urban services and the breakdown of the social order at
the individual and at the collective level had a major impact on the man-
agement of the urban system itself striking deeply the state apparatus
and its internal operations: this is what emerged openly as the urban cri-
sis of the seventies (72).

3.3The crisis of the local level of the state apparatus in the large
central cities [73].

The most visible effect of the impact of the urban contradictions and
conflict on the state apparasus is the fisca/ crisis of the central cities. This
is the direct expression of tBe articulation of the different processes that I
have described. The fiscal crisis of the central cities is a particularly acute
expression of the fiscal crisis of the state: the increasine gap between ex-
penditures and revenues through the process of socialization of costs and
privatization of profits. The crisis is even more acute in the local govern-
ments of large central cities because they express the contradictory ex-
pansion of the ‘‘service sector.”’ (74)

On the one hand, corporate capital must build directional centers which
require concentration of service workers and public facilities. On the other
hand, in order to maintain the social order, the state must absorb the sur-
plus population and provide welfare and public services to the large frac-
tion of structurally exploited population, mostly concentrated in the inner
cities. During the fifties, the accumulation requirements had the top
priority and local finance started to recover. During the sixties the mass
protest in the inner cities forced some redistribution through social ex-
penses as well as the provision of jobs.

The increasing number of municipal workers triggered a process of es-
calating demands and economic struggles that was favored by the
absence of established bargaining patterns in the public sector. Teachers,
municipal service workers, public health workers, sanitation workers,
firemen, and policemen have been among the most militant strikers and
anion organizing Sectors of American labor. They have improved their
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position substantially even if they are yet behind the level of wages in the
private monopoly sectotr. The entire set of labor relationships has been
disrupted in the local public sector, creating inflationary trends in the cost
of labor-intensive services. The city did not react by raising new taxes on
the corporations, who were the most expensive municipal-service con-
sumers, but by raising taxes on central city residents and trying to oppose
between them tax-payers, the welfare consuming poor, and municipal
workers. In spite of renewed fiscal effort and higher public service fares,
the city had to increase public debt, issue municipal bonds, and count on
the expected future revenues in order to equilibrate the budget. This is
what happened to New York City in 1974-75, provoking a world famous
fiscal crisis that will become a test of the U.S. policies to handle the eco-
nomic crisis in general (75).

During the 1950’s the New York City budget expanded at an annual
rate of approximately six percent. Since 1965, after pressures from com-
munities and workers started, the budget increased at an annual rate of
fifteen percent. One-eighth of New Yorkers are on welfare. New York
maintains the largest system of public hospitals, of subsidized mass tran-
sit, of welfare payments, of free-tuition universities, of cultural facilities,
etc. Nevertheless, the ‘‘bankruptcy’”’ of New York City is not a
consequence of the *‘excessive’’ services and jobs distributed as the elite
circles have tried to argue. It is the combined result of corporate rejection
of increased taxes that could pay for the social services and, even more
important, the decision of the financial community to discipline the New
York City social welfare policy.

If the case of New York City is perhaps the most extreme example of
the tendency implicit in the whole evolution of the urban contradictions,
most central cities face similar problems. In Cleveland, the ratio of the
city’s debt service to its cutrent budget expenditures is 17.9 percent, even
higher than New York. In Milwaukee, this ratio (indicator of potential
imbalance) is 15.2 percent in spite of the very high local taxes. Detroit
also has a structural deficit and laid off fifteen percent of its municipal
workers in 1975. Buffalo has a debt service to operating budget ratio of $17
million to $229 million. Boston reduced its municipal work force by ten
percent in 1975, particularly in the health sector. San Francisco faced in
September 1975 a strike of firemen and police that forced the mayor to keep
their jobs and to raise their salaties, provoking the indignation of the
financial community and submitting the mayor to embittered attacks
to be on the path towards very serious fiscal crisis. ]

The potential consequences of the urban fiscal crisis are very serious be-
cause they could Jhreaten the alr.eady'un.stable po/iticle legitimacy of the
Jocal governments. Let us explain this important point.

The municipal reformers of the thirties replaced the pork-barrel and
patronage policies of the political machines by the urban development
schemes of the city managers. They risked the loss of the person-to-
person ties that had founded machine control of inner-city neighborhoods.
The pressures from the grass-roots during the sixties forced open local
bureaucracies to the poor and to the ethnic minorities. If ‘‘all out busi-
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ness’’ policies predominate, the local governments of the largest cities
are going to be increasingly isolated from the different conflicting social
interests and are going to lose all the past sources of legitimacy, either in
terms of clientele, in terms of management or in terms of specific inter-
ests being served. First line of the revision of the social policies of the
sixties, the cities are actually under the cross fire of the business interests
claiming restraint and the workers and consumers refusing to carry the
burden of a crisis which is not theirs. Thus the state apparatus in the cen-
tral cities, besides supporting increasing contradictions at the level of
tiscal policies and being shaken by demands for services. iohs and
wages, is also losing political control over the social conflicts growing up
from the urban issues.

3.4. The crisis of the model of urban development.

The post-war pattern of urban development itself is now at stake. The
converging trends of the social conflicts, the crisis of services and the
economic and political crackdown of social governments have put into
question the urban-suburban structure that emerged as a powerful factor
in the process of capitalist accumulation and segregated commodity con-
sumption. Actually, even the trend of metropolitanization is now being
reversed. For the first time in U.S. urban history, between 1970 and 1973
five of the eight major metropolitan areas have decreased instead of
increasing in size. The New York metropolitan area had a net decrease of
305,000 inhabitants. The dectease in Chicago was 124,000; for Philadel-
phia 75,000; for Detroit 114,000; Los Angeles in 1972-73 showed a net
out-migration of 119,000. Boston ( + 0.4 percent) and San Francisco (+0.5
percent) remained stable.after their growth during the sixties. Only
Washington grew, by one Percent, largely because of federal government
employment.

A new and major contradiction arises. If the flight of activities and resi-
dences continues towards the non-metropolitan areas (which gained 4.2
percent population in 1970-73) the depression of the large cities will ac-
celerate. But the large metropolitan areas remain organizational forms of
major economic and political interests of the ruling class, as well as the
dwelling of a large proportion of American people. The new urban form
arising from the cutrent crisis will be largely a function of urban social
movements and political conflicts.

4. Policies for the Urban Crisis, Grass-Roots Movements and the
Political Process.

There is no alternative model to the crumbling pattern of urban-
suburban development within the parameters of the unrestrained domin-
ance of corporate capitalist interests. The almost perfect functionality of
this urban form, at the same time, for the accumulation of capital, the ot-
ganization of centralized management, the stimulation of commodity con-

sumption, the differential reproduction of labor power and the mainten-
ance of social order, explains why the dominant capitalist interests will
tend, in all circumstances, to respond to the multi-level crisis by
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mechanisms that, ultimately, will reestablish the already-proven model
with slight modifications. There has been some speculation about the lack
of interest of corporate capital in maintaining the central cities, but this is
pure science fiction. As Roger Friedland says:

Such a scenario is highly unlikely, given the importance of the big
city vote for national elections, the continued concentration of cor-
porate and financial headquarters in the major central cities, and the
economic imperative of maintaining the value of public infrastructure
and private construction in the central cities. . . . The value of central
city properties is the bedrock upon which the residential, commer-
cial, and municipal loans are based. Thus the viability of the financial
institutions of this country and ultimately the nation’s capital market
itself are dependent on maintaining the value of central city
properties (76).

But then, how are corporate interests to handle the growing contradic-
tions shown by our analysis? The virtue and shortcoming of U.S. capital-
ism is its pragmatism. Instead of launching big national projects—‘‘a la
francaise’’—urban policy makers tried specific successive solutions to the
specific problems following the moment and intensity of their appearance.
The ““trouble’’ with this piecemeal approach is that eventually it triggers
new contradictions and conflicts less and less susceptible to control.

Thus, the opposition to urban renewal did not stop the program which
actually expanded during the seventies under new forces and accelerated
in some cities, like Los Angeles. The failure of the Great Society pro-
grams in controlling the social order led to a total revision of the strategy
and progressive dismantlement of the programs since 1968, at the same
time that new laws were approved and massive funds were devoted to the
reinforcement of repressive policies. The Model Cities program, for in-
stance, was a transitional measure with emphasis given to the problems
of coordination and to demonstration effects, rejecting explicitly the idea
of autonomous community mobilization, the whole under the supervision
of local authorities whose power was restored. With Nixon’s revenue-
sharing policy in 1972, the change of direction in social and political terms
was completed. By cutting off the funding of the programs and by re-
placing them by a distribution of federal tax-raised funds to states and local
governments, the dominant interests succeeded, with a single move-
ment, in by-passing the excessively reformist federal agencies, reducing
considerably the social welfare expenditures and the redistribution of
services, and elevating the burden of political responsibility over the
shoulders of the local authorities.

In the U.S., local authorities are more socially conservative than the
federal government, since they are embedded in the network of socially
dominant interests in each city, rarely representative of grass-roots needs

and demands. The analysis of the first two years of the revenue-
sharing program shows that in half of the cases the money was not spent

but used to reduce local taxes. Concerning the funds actually used, the
two more important areas were law enforcement (police) and educa-
tion, which are the usual responsibility of local authorities. Less than
three percent was spent on welfare or some kind of special social pro-
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gram. In most larger cities there was no expenditure at all in activities
that could replace the cancelled federal programs (77).

Using repression more than integration in handling the central-city
problem, the next step was to reorganize the productivity of services in
the public sector and to coordinate more effectively at the technical and
economic level the socially and politically fragmented metropolis. But in
order to improve productivity and to mobilize resources to increase the
functionality of the metropolis without affecting either the maior nrivi-
leges of corporations or the established political network, it necessita-
ted cutting off social services, reducing wages, and increasing fares. This
was to deny the sixties, to reorganize the model of metropolitan accumu-
lation with tougher policies and tightened controls. '

The implementation of this hard line in urban policies is not going
to be easy since the heritage of the sixties is not only more services and
higher public wages but also more experience of struggle and organiza-
tion at the grass-roots level. In fact, the evolution of urban structure and
of urban services in the U.S. will depend upon the contradictory inter-
action between the capitalist-oriented hard-line urban policies and the
mass response that could emerge from city dwellers.

In that sense, mote recent information seems to point towards a sur-
passing of the shortcomings of community movements during the
sixties (78). These were stalled by two major problems, almost inevitable
in the early period of their development: a) their localism, defining them-
selves more in terms of their neighborhood and/or ethnicity than in re-
gard to some specific issues; b) partly as a consequence of the latter
trend, their socia! and political isolation, at the same time with respect to
other groups and in relatign to the political system. '

Making alliances (and thén winning allies) and penetrating the political
system (and then winning positions in the network of power) seem to be
the major requirements for the shift from grass-roots pressure to grass-
roots power in the shaping of the urban policies. Contrary to Cloward and
Piven’s insightful analysis, the problem with the 1960’s protest move-
ments was not their integration by the system and the loss of their
spontaneity, but, on the contrary, their insufficient level of organization
and their role as political outsiders. Thus, the results were the absense of
any cumulative mass movement, the inability to insure the advantages
obtained in urban services, and their political isolation, opening the way to
their repression and dismantlement (79). »

The lessons were well learned to a large extent. The 1970’s urban
movement grew up mostly around particular issues, organizing a
large sector of people not on the grounds of their spatial togetherness,
but on the base of their common interests and in a long-run perspective:
tenants’ unions, mass-transit riders’ committees, schools’ parents and
teachers, public utilities users, etc., spread all over the country in the
process of creation, step by step, of a huge decentralized network of pro-
test-oriented mass organizations and activities (80).

This movement is extremely diversified. On the one hand, there is a
proliferation of self-help activities at the level of the community: co-ops,
health centers, independent schools, community radio stations, local con-
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struction, local agricultural and industrial production (obviously on a very
small scale), and, even black cooperative capitalism in some ghettos.

At a second level, defensive movements of resistance against the con-
sequences of the urban policy for people (i.e., to stop urban renewal) or to
fight back the attack on the quality or level of services (i.e., protests
against the reduction of hospital facilities in San Francisco, unrest in the
New York subway to oppose the rise of subway fares, etc.) ate general to
all large metropolitan areas.

At a third level, some of these movements are ttying to recover the ini-
tiative along two major lines of development:

1) The transformation of a reaction into a specific demand capable of
being translated into a progressive measure potentially implying a new
social content for urban policy. Pethaps the best example is the evolution
of the tenants movement facing the process of residential abandonment in
New York. After having realized that most attempts to launch a rent’
strike led to abandonment by the landlord, many tenants’ committees
stopped their action. But after verifying that some abandoned houses
were rehabilitated by the city and sold at a low price to another landlord,
groups implemented a new tactic. They triggered a process of rent strikes
forcing abandonment and then applied to the city for a rehabilitation
grant that transformed them into cooperative owners, eventually using
the rents saved through the strike for paying for the repairs. The logic of
urban decay was reversed, not by urban planners but by urban
movements.

2) The other developing line is the emergence of real “‘public facilities
consumers unions’’ that try to respond to the deterioration of social ser-
vices and to their growing weight in the family budgets by sustained
economic action concerning the production, distribution, and manage-
ment of collective goods and services. An example is the nation-wide
campaign launched in 1975 against the rise in electricity rates by a
movement of several thousand members significantly called ‘‘Just
Economics.”’

Finally, these alternative petspectives in urban policies seem also to
appear, for the first time in the last thirty years, at the level of local and
state governments. Not only as ‘‘social welfare programs’ within the
general context of corporate intetest dominated policies, but as actual
priorities given to the immediate interests of the grass-roots combined
with the search for an increase in the rationality of urban management.
Propositions to municipalize urban land or electricity companies, to ex-
pand a public system of urban transportation, to develop community
control over schools and hsopitals, etc. are widespread now in cities like
Madison, Wisconsin, or Austin, Texas, which are run by progressive
coalitions elected with huge support and which are developing a clear
social-democratic trend in urban policies. Certainly, these cities are
atypical (because they are the settings of major universities) but the
first conference on ‘‘Alternative State and Local Public Policies™

onsored by the Institute of Policy Studies, gathered in Madison, in
TJune 1975, neatly 200 elected public officials from all over the country, in
ordgr to define a “‘populist’’ tendency within the public sector and to es-
tablish a permanent system of exchange of experience and resources.
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Even if this trend is not yet so visible in the large cities’ local institutions,
it represents the mobilization of a growing organized force that could
eventually connect with the relatively progressive Black mayors of some
big cities. .

In the development of this trend of populist-oriented new urban poli-
cies, there is obviously the need of some connections with the national
political process. And this is precisely one of the most significant effects
of U.S. urban movements on the general system of class relationships. As
Roger Friedland writes ‘‘By transforming urban daily life into national
partisan issues, the large number of poor and working class people who
have no meaningful connection or place in the national electoral system
could be given choices that make a difference.’”” (81)

Now, if we consider the developing trends towards urban policies from
both sides (that is, on the one hand, from the point of view of monopoly
capital and big city bureaucracies; on the other hand, from the point of
view of a multi-class populist from a major social clash over urban policies
appears clearly possible in the near future.

The exploitative ‘and increasingly contradictory model of urban-
suburban expansion that dominated metropolitan America in the last
thirty years will be transformed only if the peoples forces win decisive
gains in upcoming batiles. But such a result would be an almost
intolerable setback to the corporate interests. This explains why the Es-
tablishment has been so violent in repressing New York City and also why
the dominant emphasis in current local policies is given to the
development of the repressive apparatus. The aftermath of the sixties has
provided an incredible mass of sophisticated weaponry for repressing
mass protests in the largesities. Since it has become clear now that the
costly desperate riots have been replaced by long-run oriented,
permanent mass movements, the FBI has reconverted hundreds of special
agents and sent them to infiltrate the grass-roots organizations.
Emergency procedures and day-to-day repression have now been
articulated to pave the way for a new edition of the monopoly capital
pattern of urban development. The stake is important, so ‘‘they’’ are
ready to pay a high price, even in terms of political legitimacy.

So, unless the progressive forces of the U.S. are able to develop a
major movement, with enough social and political support, to rectify the
dominant trend in forthcoming urban policies, what could emerge
from the current urban crisis is a simplified and sharpened version of the
exploitative metropolitan model with the addition of mass police repres-
sion and control and in a largely deteriorated economic setting. The sub-
urbs will remain fragmented and isolated, the single-family homes closed
over themselves, the shopping centers a bit more expensive and a lot
more surveyed, the highways less maintained and more crowded, the
central districts still crowded during office hours and more deserted and
curfewed after 5 p.m., city setvices increasingly crumbling, public
facilities less and less public, the surplus population more and more vis-
ible, the drug culture and individual violence necessarily expanding,
gang society and high society ruling the bottom and the top in or-
der to keep a ‘‘top and bottom’’ social order, the urban movements re-
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pressed and discouraged and the urban planners eventually attending
more international conferences in the outer, safer world. What could
emerge of a failure of urban movements to undertake their present tasks
is a new and sinister urban form: the Wild City.
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*“This process is obviously Zffferential in the sense that each metropolitan area grew up at.a
dgffe;cnt. time and is the expression of: first, a particular form of capitalist production and
dns.m.b_uuon, and later, of a particular mode of succession and combination of the different
activities (11). Given the level of generality of our analysis and its particular focus on the
social breakdowns emerging in the largest metropolitan areas we will not differentiate the
types of metropolitan areas. But any attempt to explain the particular spatial patterns or
economic structure of American cities should deal previously with this problem to avoid gen-
::‘rgl{zau_ons of all the aspects of the urban crisis to all large cities. Here we deal with the

cities in crisis,”” namely the largest and oldest metropolitan areas. The Californian and
Southern large metropolitan areas will share some of the problems here analyzed (partic-
ularly the racial discrimination and its consequences as well as the crisis of “‘social
services’’) but the interplay between these contradictions and the urban structure will follow
only partially the analysis presented here. Instead of complicating our synthesis excessively
we prefer: a) To outline a general historical model that seems empirically valid for the oldest
metropolis; b) To leave as an open question the validity of the analysis for the newest metrop-
olis (particularly Los Angeles (12), Houston and Atlanta); c) To point, nevertheless, to the fact
that major elements of the general model described (for instance, the social-political
fragmentation, distribution of sources, etc.) would apply a/so to these situations; d) To sug-
gest the urgent need for some analyses that, in addition to the work of typologizing the
cities, could relate the variations in the urban structure to the specific forms of ‘‘urban
crisis’’ existing there.

FISCAL CRISIS AND POLITICAL
STRUGGLE IN THE DECAYING
U.S. CENTRAL CITY

#E'\ o o

Richard Child Hill* 3 R

My purpose in this working paper is to schematically outline the con- =

nections between the fiscal ctisis facing many central cities, correspond- <
United States. A full treatment of these relationships would require lo- |
cating the central city in the overall anatomy and physiology of urbaniza-
tion and specifying the dynamic interconnections between urbanization
and the developing capitalist political economy. My focus in this paper,
however, will be limited to decaying central cities. Space limitations also
necessitate the neglect of supporting documentation for key points in my
argument. I have treated the topics under consideration here in more
depth in a series of papers in progress (1).

{

1. CAPITAL ACCUMULATION AND URBANIZATION.

The city is forged upon the hearth of a given mode of production and is
shaped with a given set of technological instruments. In a capitalist so-
ciety, urbanization and the structure and functioning of cities is rooted in
the production, reproduction, circulation and overall organization of the
capital accumulation process. Since the process of capital accumulation
unfolds in a spatially structured environment, urbanism may be viewed as
the particular geographical form and spatial patterning of relationships
taken by the process of capital accumulation.

Capital accumulation requires: (1) fixed investment of part of the sur-
plus product in new means of production; (2) production and distribution
of articles of consumption to sustain and reproduce the labor force; (3) |
stimulation of an effective demand for the surplus product produced; (4) °
additional capital formation through ever-increasing product innovation,

‘ing political struggles, and possibile trajectories of urban change in the™

W

market penetration and economic expansion. Correspondingly, the cap- —_

italist city is a production site, a locale for the reproduction of the labor |

force, a market for the circulation of commodities and the realization of

profit, and a control center for these complex relationships. As Castells |

has succinctly put the matter, the urban system may be described as the

*Rick Hill is Associate Professor of Sociology, Michigan State University,
East Lansing, Michigan.
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“‘structure of relations between the process of production and the process
of consumption in a given geographical area, through a process of ex-
change and a process of management of their relations.’” (2)

In all of this the notion of an urban sysfem must be emphasized. A
particular city cannot be divorced from the encompassing political econ-
omy within which it is embedded and through which it manifests its pat-
ticular functions and form. As David Harvey has argued, in a capitalist
society the circulation of surplus is constantly shifting to new channels as
new opportunities are explored, new technologies achieved and new re-
sources and productive capacities are opened up. Correspondingly, the
prestige and vitality of individual cities come to rest largely upon their lo-
cation with respect to the geographic circulation of the surplus. Therefore,

*‘. . .the geographical pattern in the circulation of surplus can be con-
ceived only as a moment in a process. In terms of that moment, partic-
ular cities attain positions with respect to the circulation of surplus
which, at the next moment in the process are changed. Urbanism, as a
general phenomenon, should not be viewed as the history of particular
cities, but as the history of the system of cities within, between, and
around which the surplus circulates. . .the history of particular cities
I is best understood in terms of the circulation of surplus value at a mo-
ment of history within a system of cities.”’ (3) ‘

Periods of urbanization in the United States correspond to phases in the
process of capital accumulation. Each period is characterized by -a
dominant type of city and a particular pattern of relationships among
cities within the evolving urban system (4). Of particular salience here is
the structural transformation from industrial to metropolitan urban for-
mations which is rooted in the rise and development gf,mrﬁmind multi-
national business enterprises and the increasing-€onceptration, central-
ization and global extension of capital. Metropolitatﬁ'é;ﬁgon is char-
acterized by the dialectical interaction between the centralization of cot-
porate control over capital, technology and organization and the decen-
tralization of production, employment and commerce facilitated by ad-
vances in the productive forces (particularly transportation and commun-
ication) throughout the metropolitan domain. Dominant metropolitan cen-
ters become the locus of corporate administration and control, product in-
novation, development and diffusion, service and quaternary employ-
ment. The rural and urban periphery becomes more differentiated and
stratified as it provides the agricultural and industrial products necessary
for the maintenance and expansion of metropolitan regions (5).

Patterns of uneven development rooted in the evolving system of capit-
alist production correspond to patterns of uneven urban development— -
simultaneous urban growth and decay—in the evolving metropolitan ur-
ban system. Cities in the metropolitan urban hierarchy in the United
States are integrated through spatial relationships along these axes which
correspond to trajectories of uneven urban development: (1) between
metropoli and regional hinterlands; (2) between higher and lower metro-
politan centers in the hierarchy; and (3) between each metropolitan
center and its surrounding urban field (6).
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The uneven development between metropolitan areas and outlying re- M /
gions, as well as the concentratien.of impoverished segments of the labor
force in aging central cities A patial expression of the capital deepen-
ing strategy of economic g forged in the early decades of this cen-
tury (7). The massive sub-ttBan development of the urban field of aging
central cities, on the other hand, is to a significant degree a product of the
consumer oriented ‘‘realization’’ strategy developed in response to the
capital deepening induced underconsumption crisis of the 1930’s (8). In
sum, the underdevelopment of the periphery, the redevelopment of aging
central cities, and the expansion of suburbs and new metropolitan
“‘growth centers’’ are all interrelated manifestations of the evolving
political economy of late capitalism in the United States.

2.CAPITAL ACUMULATION, URBANIZATION AND THE STATE.

The advanced capitalist city in the United States is a more or less integ-
rated space economy, a locus for surplus disposal and exploitation, and a
mechanism for economic expansion through market penetration. Yet cru- v
cial to understanding the urban fiscal crisis is the role the city plays as a
form of government, a vital component of the capitalist state. As such, the
city increasingly has been delegated managerial responsibility for facil-
itating the process of capital accumulation and mitigating the contradic-
tions emanating from the unremitting quest for ptivate profit.

With the emergence and growth of monopoly capitalism, the state takes
on an active, rapidly expanding and increasingly central role in the econ-
omy and society. Following the seminal work of James O’Connor (9), we
can view state expendituge raying a dual character corresponding to

e state’s two basic and % ¢ contradictory functions.in a capitalist.._
society. On the one hand;so¢ial capital outlays are state expenditures re-
quired for capital eccumulation and are indirectly productive of private
profit. There are two kinds of social capital: (1) social investment (social -
constant capital) which consists of projects and services that increase the
rate of profit; and (2) social consumption expenditures (social variable
capital) consisting of projects and setvices that lower the reproduction
costs of labor, and, other things equal, also increase the rate of profit. On
the other hand, social expenses, the second category of state
expenditures, consist of projects and services which are required to main-
tain social order. Social expenses are not even indirectly productive of vV
capital accumulation. . '

O’Connor has persuasively argued that there is a reciprocal relation-
ship between the expansion of the capitalist state and growth in the mon-
opoly sector and total production. Urban infrastructure is ever more cap-
ital intensive and indivisible in nature. Advances in science, technology,
and specialized knowledge and skills embodied in the urban labor force,
spill over the boundaries of individual firms and industries. And with the
urbanization and proletarianization of labor, the costs of reproducing the
labor force also rise enormously as the market penetrates every sphere of
family activity. Correspondingly, the state absorption of the costs of con-
stant and variable capital rises over time and increasingly is required for

~ profitable activity by monopoly capital.
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A/ There is also a tendency for social expenses of production to rise over

( time and the state is increasingly compelled to socialize these expenses.
Monopoly sector productivity and productive capacity tend to expand
more rapidly than the demand for labor. Unable to gain employment in
the monopoly industries, and frequently facing race and sex discrimina-
tion, the unemployed, underemployed and low wage workers in compet-
itive industries progressively concentrated in aging central cities become
full or partial dependents of the state. In the process, the state, in order to
ensure order and maintain legitimacy, faces mounting pressures to meet
the various demands of those who must bear the costs of capital
accumulation. -

In sum, with the development of late capitalism, *‘the growth of the
é state sector is indispensable to the expansion of private industry. . .pat-

/ ticularly monopoly industries. . .and the growth of monopoly capital gen-
erates increased expansion of social expenses. The greater the growth of
social capital, the greater the growth of the monopoly ‘sector. And the
greater the growth of the monopoly sector, the greater the state’s
expenditures on the social expenses of production.’’ (10) et

WO,
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3. THE URBAN FISCAL CRISIS. i

} As the capitalist state becomes increasingly responsible for the capital
V investment requisite to profitable private accumulation and expense out-
lays™ necessaly to maintain social order in a class society, the
inherent in capitalist development are increasingly played
e arena of the state. Although the state has socialized more and
more capital costs and absorbs more and more expenses of production,
the social surplus continues to be appropriated privately. The increasing
socialization of costs and the continued private appropriation of profits
creates a fiscal crisis: a ‘‘structural gap”’ between state expenditures and
~ | state revenues. The result is a tendency for state expenditures and
expenditure demands to increase more rapidly than the means of
financing them resulting in economic, social anﬁ) political crisis (11).
i Fiscal crisis becomes the state budgetary expressiod of class struggle in a
monopoly capitalist society. D '
The form taken by the fiscal crisis, as well as the intensity with which it
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maintaining-private accumulation and social order. There are three basic
elements of the structure of the state in the U.S. that are fundamental to
understanding the dynamics of the urban fiscal crisis and its long-range
implications for social change: (1) federalism; (2) the fragmentation of
local government in metropolitan areas; and (3) the nature of central city
government as a structure forCaccumulating revenus>and producing and
distributing goods and services. ) '

e }

' 3.a. Federalism.

<
7
4 /
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\\ [ In’tHe-United States the level of state expenditures, trends in state

3.5. Fragmentation of Local Government.”

is expressedy-is-hes influenced by the structure of the capitalist state
as an ' producing goods and services requisite to

(LL - R
outlays, the distribution of state expenditures by function, and methods of
obtaining state revenue, vary among federal, state and local governments
and between relatively autonomous units within levels of government.
The largest share of the federal budget goes to outlays on social expenses
in the form of military expenditures and direct money payments to the
indigent, the aged and ¥he infirm and the provision of welfare services.
The federal government takes in about two-thirds of all tax dollars and
retains a virtual monopoly over the more ‘‘progressive tax sources:
individual and corporate income taxes and wealth inheritance taxes.”” (12)

e
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While state and local governments foot a large share of the welfare bill |
and have developed an extensive social control apparatus, their budgets J '
are largely devoted to social capital expenditures. In particular, local /.

governments assume major responsibility for social capital and social {j\ .
consumption outlays in urban areas including schools, fire protection, P

sanitation, transportation facilities, industrial parks and so on. State and |
local governments gain the major share of their revenues from the most
regressive taxes. Sales taxes are the major source of revenue for states. 1
The property tax is the major indigenous source of revenues for local
governments (13). _

Given the dynamic connection between monopoly capital accumulation,
urbanization and the expansion of the state, the heaviest demands for
new government spending are currently being made o state. .and
particularly local governments (14). But while the federal government
has relatively great tax-raising capabilities but only limited responsibility
for civilian expenditures, local governments have more circumscribed
tax-raising capabilities to match their incrﬁasing‘ly"‘heavy""éxp‘errditur.g\x
demands. The result is a large and growing fiscal ‘‘imbalance’’ between ™
levels of government in the United States. T
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The U.S. Constitution not only divides governing responsibility among |
federal, state and local governments, but also between relatively |
autonomous units within levels—particularly at the local level of
government. Metropolitan landscapes are dotted with hundreds qf v
municipalities, school districts and other types of single and multi- y
purpose units of local government. The fragmented system of government
at the local level, and the heavy responsibility assumed by local:
governments for providing social capital outlays, generate contradiction |

i
withinthe heart of the urbanization process itself. } / ;o
&E)t’ uneven economic development among geographical areas g//%\ ‘
€racts with a politically fragmented metropolis to produce uneven ﬁ§cal ’ |
development among local government jurisdictions. In particular, aging \/\L
central city and inner ring suburban municipalities and school distnct.s ’
simultaneously experience an expansion in the relative size of- their !
resident surplus labor force and a capital and tax base outflow to th.e
expanding suburban fringe and metropolitan centers in more dynan}lc A
regions of the country. As the tax base becomes separated from social V' /=
needs, older central cities are increasingly unable to generate the revenue
requisite to meeting rapidly increasing expenditure demands (15).

i
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econd, externalities—where the activity of any one element in an urban

syStear generates unpriced costs or benefits upon other elements in the

system—increase geometrically with the size and complexity of the urban
* system. Central city government investments in ‘“human capital’’ spill

migrate in large numbers to suburbs and other metropolitan areas.
_ Central cities also foot the bill for numerous investments in physical
/" capital and social consumption facilities in which the technology of the
service itself makes it impossible to confine the benefits within their
borders. Aging central cities also confront increasing demands for social
expenses as the result of the ‘‘spill-in” of the relative surplus population
from declining rural areas and the obsolescence of an increasing share of
their local labor force due to technological change and the international
\ expansion of capital. These expenditures are frequently funded from
l taxes on central city property and labor force but redound to the benefit of
the suburban fringe and the nation as a whole.
. In sum, the dynamics of capital accumulation and urbanization require
- expanded social investment, social consumption and social expense

according to the criterion of profitablility, ,
characterized by federalism and a fragmented system of local govern-
ments, has meant the divorce of tax base from social needs, exploitation
through fiscal mercantilism, and fiscal crisis in aging central cities in the

i| United States.
3.c. The Structure of Municipal Production.

, Since the process of capital accumulation in a monopoly capitalist
7 society is increasingly a function of state social capital expenditures, and
/ since local governments bear primary responsibility for these outlays, it

follows tﬂaﬁhe géaéraﬁhlcalféircﬂZtlonPome surplus as well ‘a"}s',"'the
quality of life and prestige of individual cities increasingly becomes a
function of the pattern and composition of city government (municipal,

+ school district, special district) outlays. Today, aging central cities in the
'l U.S. find themselves confronted with increasing demands for social
expense outlays which are not even indirectly productive of private
accumulation. They simultaneously expetience fundamental barriers to
accumulating revenue for social capital outlays requisite to transforming
the resident labor force to labor productive of private capital accumula-
tion. This is the general contradiction underpinning the fiscal crisis of
central cities todav.

This contradiction results in economic, political and sz}a:;is and

the development of increasingly intense struggles among’ groups/in the
central city political arena. The form that these struggles take is shaped
by the way in which the central city government is organized to produce
goods and services to meet the contradictory requirements of capital ac-
cumulation. There are three dimensions of central city production that are
crucial here: (1) the relations of revenue accumulation, (2) relations of

production of -goods..and -services, and (3) relations of circulation or
distribution of goods and services in the city.

over their boundaries as the middle class and those with specialized skills _

budget. But the result of this practice has largely been to shift the form
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A city has to accumulate revenue in order to produce goods and
services. But since the city is a component of the capitalist state, its
method of generating revenue is subject to three basic rules governing
the relationship between the state and the accumulation process in a
capitalist society. (1) Capital accumulation takes place only in private /
enterprises. The state cannot appropriate a surplus to reinvest in its own |
enterprises to produce a further surplus. However, (2) the state has both |
the authority and the mandate to create and sustain conditions of private
accumulation. Therefore, (3) the state’s ability to produce goods andﬁ'
services depends upon the presence and continuity of private accumula- /
tion. In the absence of private accumulation, state revenues dry up and
the power of the state disintegrates (16).

Secondly, not only must local governments operate within the
parameters of capitalist accumulation, but within the U.S. federalist
system they have only those rights of self-government explicitly granted
them by state governments. This subordinate relationship between city A
and state government places added constraints over municipal revenue {
accumulation since many state constitutions limit the scope of local fiscal
authority with respect to both taxable sources and tax rates (17).

Financing current expenditures through deficit financing, the hallmark
of the federal government, is prohibited to local governments. Munici-
palities and school districts finance the bulk of their operating expendi-
tures from regressive property, sales and flat rate income taxes. The
rapidly mounting tax burden experienced by an increasingly impoverish-
ed central city population.and the seeming lack of effectiveness and | -
efficiency of city program§ has resulted in an intensifying tax reyolt |-
among local residents (18). )

Central city fixed capital outlays, on the other hand, are usually . ¢
financed throtghbond isstes (e “through-deficit- financing). Legally ~ ¥ -

prescribed debt limits are generally tied to the total assessed value of i
property which is open to political manipulation. Also, state laws
frequently exempt social capital projects, like pollution control, job
development, housing, water and sewage facilities, from constitutionally
prescribed limits. Under increasing fiscal pressure, and without a rigid
definition of capital expenditure ceilings, an increasing number of big city
governments have been transferring operating expenses into the capital

of the fiscal crisis to increasingly large interest charges that must be paid \
out of operating expenses. As a result, the city’s credit rating by leading
bond agencies drops and the interest rate on new bond issues increases f
further exacerbating the fiscal dilemma (19). . o
In sum, as central cities deteriorate, their bond ratings fall, interest \\ ;A
charges rise, interest payments as a percentage of current operating \
expenses escalate upward and they find it increasingly expensive and
difficult to borrow to finance social capital demands. At the same time, an
intensifying taxpayers revolt poses stiff barriers to increasing, or at times
even maintaining, current operating expenditures through tax increases.
The result is an increasing inability on the part of aging central cities to
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generate social capital outlays to upgrade their resident labor force,
attract private capital and tax base, or meet the intensifying demands for
social expenses generated by an increasingly impoverished resident
population.

J———

3 g.@atzbns of Pro

Because U.S. cities operate within the parameters governing the
relationship between the state and private capital accumulation in a
capitalist society, forces ‘‘external’’ to the city have a marked influence
on the central city’s budget. But within this set of parameters, the
internal decision-making structure of central city governments operate to
exacerbate the urban fiscal crisis. There are two eleincnts of the relations
of central city production which deserve brief consideration: (1) _the

| process_of setting budget priotities, and (2) the relations berween_sity—

‘management and city workers. Both elements exert strong pressure for
)/ expansion in central city expenditures.

City production of goods and services, in contrast to private capitalist
enterprise, is not directly governed by market profitability criteria.
Rather, ‘‘budget-making is a political process conducted in the political
arena for political advantage.”” (20) From the perspective of the city
council, the most important budgetary decisions involve the construction
or acquisition of new social capital facilities (capital budget) rather than
the annual expenditures required to maintain these facilities once in
operation (operating budget). Legislators generally have pragmatic, short
range interests, capital budgets are politically manipulable, new social
capital projects are visible and yield immediate political pay-off. Local
capital budgeting, most research reveals, is governed less by long-range
planning than by traditional, legislative, pork-barrel, log-rolling politics
with a built-in tendency to proliferate projects in wasteful and inefficient
ways (21).

The municipal operating budget, on the other hand, tends to be
governed by ‘‘incrementalism.’’ (22) Decision-making tends to be partial,
short-range and pragmatic. The politics of the operating budget primarily
reflect the concerns of city agencies and a few key elected officials. Public
participation is generally ‘‘too little, too late’” and frequently represents
little more than ‘‘democratic ritual.”’ (23) Existing appropriations are the
basis for future funding and generally are presided over by city bureaus.
Previous decisions are re-examined infrequently. Budget decisions are
tentative adjustments to an existing situation based on past experience
and are made along the margins. All but the most immediately
identifiable alternatives tend to be neglected and all but the most visible
consequences tend to be ignored (24). ‘

However, since most local government spending goes toward the
salaries and benefits of the municipal labor force, well organized and
knowledgeable city employee unions can exert direct and significant in-
fluence over the municipal budgetary process. During the 'sixties and
early ’seventies, municipal collective bargaining and negotiated wage
agreements became the rule in cities in most parts of the country and
municipal employee strikes to achieve demands increased rapidly (25). In

39

the past few years, city employee groups have more vigorously demanded
improved working conditions and wage increases to advance their level of

living and protect against inflation. At the same time, local governments -

have been pressured by rising prices in goods and services purchased
from the private sector and by increased resistance to tax increases by
Jocal residents. The result bas been a collision between rising employee
demands and a tightening vise on city managements ability to fund such
settlements.

Union justification for wage increases and improved working conditions
in state sector collective bargaining sessions has been switching from
comparability data based on private sector conditions and compensation
to comparability data based on conditions negotiated in local governments
in other areas, threatening city managements with the spector of
“limitless’’ spiral in the cost of municipal settlements (26). And class

conflict in the state sector has yet to be institutionalized. Most states still 1/

outlaw strikes by municipal employees. Binding arbitration is anathema
to city management and union alike since it shifts responsibility for

settlements outside the city political arena—City-unions do not as yet play

a regulating role in production relations-because)-in contrast to capital j/i, 7~
intensive private enterprises, labor intensive city services are not M.

conducive to productivity increases to offset wage increases. In the ab-

sence of marked increases in productivity, and in the face of declining .

sources of revenue, the wage and benefit demands of municipal

employees threatcmmpankrupt the city. .
 spiammn T

éf?f Relations of Distribution. . ... S

The residential location oﬁa social group, relative to the distribution of
. . . & . . .
city, investments, carries with it more or fewer city services, better or

. worse schools, more or less access to commercial activities, employment

opportunities and so on. With increasing ubanization, social investment,
social consumption and social expenses mount rapidly. As the city
government’s share of the total production of goods and services j
increases, inequality in real income among social groups in the city
increases, and political struggles over the distribution of public goods an
services intensifies. ' :

Moreover, as the size of the state sector in central cities expands, the
question of who gets the action becomes increasingly important and
divisive as it engages the class interests of more and more people. Ex-
pansion in central city government has been, among other things, a safety

. valve. It has been a sponge absorbing part of the relative surplus

population fostered by the dynamics of monopoly capital accumulation. A
large share of the dwindling number of zew employment opportunities in
aging central cities has been in municipal and school district government.
This has fostered an intensifying struggle among local residents for
access to municipal employment (27).

Thus central city relations of revenue accumulation, production and
distribution increasingly foster an urban politics characterized by an in-
tensifying triadic struggle between (1) outraged taxpayers, (2) increas-
ingly militant municipal unions, and (3) insurgent community groups. At
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] present these segments of the urban working class are largely locked into
! a mutually antagonistic set of social relationships. Taxpayers rebel
against the lack of efficiency and effectiveness of municipal expenditures,
the service claims of the relative surplus population and the wage and
benefit demands of municipal unions. Insurgent community groups attack
budget priorities, the lack of accountability of service bureaucracies and
municipal unions, and the unequal distribution of city services and
employment opportunities. Municipal unions castigate ‘‘community witch-
hunters’” and ‘‘tight-fisted”’ taxpayers alike. Central city politics, one
observer recently noted, is akin to a bucket of crabs (28).
In summary, there seems to be a general contradiction between capital
‘/‘éccumulation and urbanization in the United States. Capital accumulation

/  and expense outlays which market exchange cannot handle. This drama-
. tically increases the role of state enterprise in the economy. But the
structure of state production, particularly at the level of local government,
is only partially complementary to private accumulation. Federalism, the
fragmented system of local governments, and the structure of city
government production increasingly prevent decaying central cities from
accomodating to the requisites of monopoly capital accumulation or the

social needs of central city residents. The result is fiscal crisis and inten- |

sifying political struggle.
4. BLACK STRUGGLE AND THE URBAN FISCAL CRISIS.

The interpretation of black urbanization, central city stagnation, and
the urban fiscal crisis sets the tone and shapes the character of the
struggle for black liberation in the contemporary United States. The

4 massive migration of blacks to central cities over the past three decades

i1 has shifted the locus of black liberation struggles from regional and

I national civil rights strategies to political mobilization in the arena of

' central city government. Since a large share of the black urbanization
stream has been absorbed by declining central cities, the pattern of black
urban politics is intimately bound up with the dynamics of the urban fiscal
crisis (29). Black political struggle in central cities has surged forward
along three fronts: (1) escalating demands to improve the level and
quality of city facilities and services in black neighborhoods; (2) an
intensifying struggle to capture a larger share of the expanding supply of
jobs in city government; (3) a simultaneous drive to obtain power in city
hall—the necessary prerequisite to changing budget ptiorities, upgrading
the quality of city services in black communities and providing black
access to municipal employment.

Blacks constitute the largest share of the relative surplus population in
many stagnating central cities and black urbanization has gone hand in
hand with deterioration in the level and quality of city facilities and
services in inner city neighborhoods. Central city social capital and social
expense outlays have neither sufficed to transform the relative surplus
population to labor productive of large-scale private accumulation nor
have they served to foster black quiescence and allegiance to the urban
political system.

requires urbanization but urbanization requires investment, consumption -
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Expansion in the relative size of the black population in central cities,

and growth in expenditures and employment in municipal government at
a time when private employment opportunities were dwindling, convinced
a large share of the black community that capturing control over central
city government was likely to be the most effective instrument to advance
the black liberation struggle. Black power in city hall is a necessary
prerequisite to changing budget priorities, redressing the imbalance in
the provision of city facilities and services among neighborhoods, and
providing large-scale black access to municipal employment opportun-
ities. But this struggle met with intense resistance from central service
bureaucracies, municipal unions and professional associations. v

Political struggle by the black community erupted in the central city
political arena several decades after the city experienced fundamental
political reform. Urban reform shifted the center of the central city
political system away from a ward level patronage based system to that of
centralized governance, based upon presumed dedication to rational,
merit-based rules of procedure. Munici ureaucracies became the new
urban machines. Monolithic, en
supported by the local press, middle-clags’civic groups and an organized |
clientele enjoying access undér exisefig arrangements, this new machine
structure has posed resilient barriers to black acquisition of power by!
traditional means.

As central cities expetienced -a substantial shift in the residential
population from. white to black, black demands that the allocation of jobs
n areas of local government reflect the racial composition of the resident
population have escalated. Blacks have asserted that the needs of the
black community that must be met through local government services
include dimensions of the black experience that can only be understood
and dealt with by other blacks. This political strategy includes a
denouncement of ‘‘absentee’ bureau heads, city -professionals, and
unionized employees as outsiders, as suburbanites exploiting the central
city. In a racially changing central city, territorial claims based upon the
right to self-rule has been a political position that whites have had
difficulty circunfventing. — , _

Black political struggle has produced i@gnt/gﬁns in many central
cities. Recent research reveals that blacks continue to disproportionately
occupy the lower ladders of local government employment, but they have
also gained entry into higher level jobs in large numbers in many
agencies and tend to-be more heavily represented in municipal
employment than in the private sector (30). Moreover, as central cities
approach black majority status, black mayors, congress-persons, officials
and commissioners are being elected in large numbers. A recent estimate
suggests that some 2600 blacks hold office across the nation. Black
mayors currently preside over 96 cities. And it has been estimated that
within a decade black administrations will head the majority of the
country’s ten largest cities and one in three blacks are likely to live in
cities with black administrations (31).
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5. TRAJECTORIES OF URBAN CHANGE.

S

The aging central city has become the repository of intensifying
contradictions engendered by the process of monopoly capital accumu-
lation—contradictions best revealed in an escalating urban fiscal crisis.
These central cities may well constitute the birthplace of new economic
and political forms of organizing social life. The extent to which
transformations in the structure of urban life cotrespond to the needs of
the masses of currently deprived central city residents will depend, to an
important extent, upon how the interconnections between political
struggle and the urban fiscal crisis work themselves out. While the future
of decaying central cities is uncertain, three scenarios or possible trajec-
tories of urban change are reflected in embryo in the current dynamics of
central city political economies. Each scenario encompasses a relatively
distinct image of the city as well as a political agenda for antagonistic
groups locked in a struggle to shape the future of urban life in the United
States.

%

\ be Pariah City.
e ——
The Pariah City i of geographical and political apartheid—a
reservation _for the economically” disenfranchised labor in_a

e T

monopoly capitalist society (32). Once the central location for the
. | concentration of chéap Hbor in great volume, the aging central city now
| finds that competition from welfare payments and other social expenses
keep its labor force far from cheap. In the context of a global capitalist
system, the central city’s traditional jobs are being absorbed by Puerto
| Rico, Formosa, Hong Kong, Singapore, the northern periphery of Mexico,
and so on. Those in the current group of immigrants fortunate enough to
“make it"’ soon move to the suburbs which have reached a level of popu-
lation and purchasing power sufficient to the provision of amenities which
once only the central city was capable of sustaining. The city emigres
leave behind the *‘poor, the deviant, the unwanted and those who make a

\} business or career of managing them for the rest of society.”’ (33)
Revenue sharing constitutes the social expense payment by the outside
society to the Pariah City’s bureaucracies and politicians to maintain the
reservation. Part of this payment goes for the subsistence of the natives,
another part to the keepers, and the rest to those who manage to make a
J profit from the reservation. Government expenditures on welfare,
_housing, food stamps, medical payments and the like, serve as indirect

underemployed and the working poor, become a ‘‘conduit’” for the

transfer of state revenues to inner city slumlords, merchants, loansharks,
service professionals and the like who in turn transmit the surplus outside
:0f the city (34).

Professional ‘‘keeping’’ associations make containment a business with
little more concern for those confined to the reservation than is common
among security guards in a prison. Social expense outlays give birth to a

growing municipal bureaucracy which is sustained by the plight and

misery of the poor but which yields little in the way of productive

" subsidies to local businesses. The relative surplus population, the
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resources to the oppressed. Rather, these increasingly expensive
programs are placebos, forms of symbolic action, which ‘‘provide psychic
satisfaction to the patrons of the poor, convince outsiders, especially the
media, that something is being done, and indicate to the urban poor that
some one up there cares.”’ (35)

The Pariah City portends dismal prospects for the black liberation
struggle. Black control of the Pariah City is a ‘‘hollew prize”’ indicating
little more than political control over an economically sterile environment.
With capital outflow and deteriorating tax base, central city black leaders
experience ever increasing dependence on state and federal funds,
coupled with rising indifference to the problems of the Pariah City by
white-dominated state and national legislative bodies. Coopted, locked
into visible public positions, but without resources to substantially alter
the condition of their constituents’ lives, black urban leaders ‘‘dangle on
white men’s strings while receiving little more than crumbs.”” (36) The
cumulative effect is to convince potential voters and political leaders that
the game is not worth the toll in personal dignity. Despair and apathy
define the political culture of the Pariah City.

Such seems to be the trajectory of change in many decaying central
cities in the United States. But the Pariah City is a house of cards whose
imagery is created from a number of shaky assumptions. For one thing,
the Pariah City is not an isolated reservation in Arizona or New Mexico. I
is at the core of an increasingly complex and interdependent
metropolitan system. Even as they stagnate, central cities remain
important control centers housing major economic and political institu-
tions, the mass media, and key transportation nodes. In a metropolitan
society, the possibility of widespread, violent, mass rebellion by
impoverished and desperaté inner city residents threatens the system at
its foundations.

Moreover, the fiscal crisis of aging central cities not only augurs decay
in several large urban centers, but also portends strong disaccumulation
tendencies in the capitalist system itself. Decaying central cities are
absorbing an even larger share of the capitalist state’s revenue and using
this capital in ways that are both wasteful and unproductive of large-
scale private accumulation. Central city fixed investments, which still
constitute a sizeable share of the holdings of urban financial institutions,
are threatened as well. The Pariah City is an inherently volatile form of
urbanism which confronts the capitalist system with disaccumulation and

mass rebellion. It is doubtful that the metropolitan apple can long flourish
\ . [ > A - m
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~The State Capitalist City. t«fu & . ¢
The State Capitalist City is an integral unit of corporate state capital-
ism. It combines state, metropolitan, municipal and special district forms
of organization into an urban political system governed accordipg to
principles of corporate planning. In the process the c;ntral city is
integrated into a geographically, politically, and economically efficient
space economy. o

The State Capitalist City, and the social-industrial complex of which it
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is a part, alleviates the fiscal crisis by generating rapid and sustained pro-
ductivity throughout the economy (37). It increases productivity both by

increasing government efficiency and by using the budget as an:

instrument to improve productivity and raise profits in the private
sector—particularly in monopoly industries. Social expenses are trans-

- formed into social capital through massive social investment subsidies to

monopoly industries. This ameliorates the material impoverishment of the
relative surplus population by incorporating it into ‘‘a new stratum of
indirectly productive workers: technologists, administrators, parapro-
fessionals, factory and office workers and others who plan, implement
and control the new programs in education, health, housing, science and
other spheres.”” (38) In sum, the State Capitalist City is a highly tuned
“‘feedback mechanism’’ which continuously transforms the surplus labor
force generated by monopoly capital accumulation into labor productive of
further monopoly capital accumulation.

The emergence of the State Capitalist City is associated with a
fundamental alteration in the relations of revenue accumulation,
production and distribution of goods and services in the central city and
metropolis as a whole. The inadequate handling of spillovers, inequities
in service and tax levels among local governments, and the fiscal

“‘imbalance’’ among levels of government are alleviated by shifting the-

fiscal burden and overall coordination and control of service production to
higher levels of government. The property tax is largely replaced by flat
rate income, sales and value added taxes levied by metropolitan and state
governments. Continuously ongoing research projects and conferences
are directed to the development and refinement of techniques (e.g. PPBS,
operations research, cost accounting) to turn the budget into an
instrument to improve efficiency and evaluate the relationship between
social capital outlays and private accumulation.

The development of centralized administrative control, budgetary
planning and technocratic procedures, provides the organizational means
to adjust city budgetary priorities in favor of monopoly capital
accumulation. Billions of dollars of state revenues flow into subsidies for
new corporate ‘‘solutions’’ to problems of transportation, labor force
development, pollution control, crime prevention, administration of
prisons and the like. Social tensions in the inner city, especially among
oppressed minorities, are reduced by creating jobs in the new social
capital projects. Blacks are integrated into a hierarchically ordered class
structure. The price of secial integration is political impotence—a condi-
tion that blacks share with their white counterparts in office, factory and
neighborhood.

The State Capitalist City is a top priority on the agenda of the class
conscious wing of monopoly capital. It holds out the potential for
reversing the strong tendencies toward disaccumulation and urban
rebellion underpinning the current urban fiscal crisis. However, divisions
within the capitalist class, the power of organized labor and the
professional associations, the symbiotic relationship between local

| businesses and city hall, and the structure of the state, including

federalism and a fragmented system of local government, pose
formidable obstacles to the realization of the State Capitalist City.

managerial initiative t6 state
and metropolitan forms implies the wholesale destruction of the autonomy
and privileged status of suburban fiefdoms. But the fragmented system of
local government is entrenched in law and tradition, and powerful
suburban-rural coalitions dominate the legislatures of most state

overnments. Monopoly capital, in combination with the executive wing
of federal and state governments, has taken steps toward regional

- government and regional planning. But the history of comprehensive

metropolitan reform attempts to date has largely been one of failure (39).

The massive revenue accumulation required by the State Capitalist City
entails a considerable increase in the tax exploitation of the organized
working class and suburban white collar and professional groups. The
rationalization of the relations of production and distribution of city goods
and services portends the end of pork-barrel, log-rolling local politics.
“Scientific Management’’ also rationalizes and routinizes the city’s
production and delivery systems at the expense of worker discretion and
prerogative.

In sum, whether the fiscal crisis will be ameliorated by the State
Capitalist City depends upon the extent to which enduring political

' coalitions can be forged between monopoly capital, the relative surplus

-

population, and between federal and state governments—all to the
expense of thexi:.,qgg,arﬁzm‘c‘? working . class, Comp?jiv@}i,cfmﬂd,Cagit,al,,,._,the
professions and the subiitbs. —

b C/\f‘ivj?( f@vf\‘ %‘l‘ L
! oy &
et / Ar

\

5.c. The Socialist City.

The Socialist City forms the core of the socialist society. In the short
run the development of the Socialist City involves a politics of emancipa-
tion, self-help and ¢velopment of a viable local economy. The
problem for the gmergin ity is to devise alternatives to the
market mechanism which allow for the transfer of productive power and
the distribution of surplus to areas where the unfulfilled needs of its
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deprived and impoverished residents are so starkly apparent. Over the |

long haul, it involves the itign of social needs and the concept of
surplus itself. In the% mature .Sm?f Setialist. City_socially necessary labor
produces socially beneficial use values for present and future residents.
The surplus arises out of unalienated labor and loses its class content as
city residents yield their surplus labor for socially defined and agreed
upon purposes (40). _

The transition to the Socialist City portends radical transformations in
the relations of revenue accumulation and the production and distribution
of public goods and services. Revenue accumulation is governed accord-
ing to the principle of community ownership of the community’s wealth.
When a city owns and develops itself, the surplus produced goes to the
residents. Residents come to realize that if part of the wealth created by
economic activity can be channeled directly to the city treasury, the city is

able to markedly expand public services and facilities. Emergent socialist | ‘

relati e
jonreformist reforms’> chipping away at the parameters governing the |

. oA
My e

ccumulation are forged out of a series of | ‘




_ Municipal ownership of selected businesses and the generation of a city
é surplus through(iiser charges)on selected social capital investments help
' "Zunderpin the development of the Socialist City. Through eminent domain,
._tax forclosure or outright purchase the emerging Socialist City acquires
+ ‘property in areas surrounding its social capital investments, leases it out
¢ to private business, and captures the increment in value. Pension and
“J ¥ accrual funds provide blocks of capital for investment in community
~L %1 jowned ventures. Public assistance recipients are encouraged to pool their
L «|/money, and with the aid of low-interest city loans to develop housing,
““lifood and credit cooperatives. Jobs in the community cooperatives are
created and the money stays in the community (41). oo
In the Socialist City the relations of production and distribution are
" governed by the principle of social production to meet social needs. The
long-term interests of the city and the visible and compelling short-term
; interests of its residents coincide. Community ownership of the com-
. - munity’s wealth, and social production to meet social needs, -implies
<z ~. massive investments of resources in public sector activities -and
i~ . employment to revitalize the city and improve the quality of urban life.

{‘“ The emerging Socialist City implies a large-scale redistribution of wealth.
' [But the mature Socialist City implies much more. It implies stability in
X |the material standard of living coupled with continuous improvements in

{
:}‘\J the quality of urban life—in the way in which people relate to one another
3
f

and their environment through earth preserving and life sustaining forms

* of work and play.
In the Socialist City the market is replaced by a decentralized planning
process. City-wide hearings provide continuous community representation
. throughout the year. Neighborhoods have the independent sources of
| information, staff and other resources necessary to play an autonomous
| part in the decision-making process. With the maturation of the Socialist
City technology is demystified, all claimed economies of scale are
challenged and science and technology are put in the direct service of
human needs, aspirations and imagination. Various forms of ‘‘soft’”
\ technologies are developed whereby people in neighborhoods can feed,

L “reduces stress on the environment, is low in capital demands, frugal in
\ its use of resources and decentralizing in its social impact.”” (42)
The creation of the Socialist City obviously faces formidable barriers.’
\ The parameters governing the capitalist state limit redistribution and city
production of goods and services to the point at which they seriously
threaten the production and circulation-of private profit. Incrementally in-
duced, nonreformist reforms ca{;}g awa capitalist parameters but
the Socialist City must be generatéd-organically by a developing socialist
movement. The development of an urban based mass socialist party is
.. currently frustrated by marked divisions within the urban working class.
}‘The mutually antagonistic relations between city workers, community

| groups, taxpayers (private workers) have confounded the mobilization of
the central city labor force into a political coalition capable of

Tip

UsJ & *)felements within the central city political arena that suggest such
o

o

< v .. 3 . .
* i coalitions f ing in the . n
coal tions may be forthcoming in the future

k! heat and transport themselves on a community basis. Soft technology.

0 ¢y¢ transforming the character of city and society. Nonetheless, there are:

N
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" Unions and associations of municipal employees occupy a strategic N
importance in ceniral city politics:~There are Sirong pressures moving y/ _»
hunicipal workers toward an ufiderstanding of their own interest in the <) -
. transformation of the central city. For one thing, there is an increasingly
glaring contradiction between the ideology of ‘‘public service’’ that in-
forms the functions of city administration and municipal employment and
the increasing rationalization of the municipal labor process instigated by
capitalist reforms (43). As resources decline, and as city workers become
proletarianized and threatened with unemployment themselves, it may
become easier to identify with cjty clients and the needs and demands of
insurgent community groups representing the relative surplus population
and deprived private workers.

Moreover, the dependence of municipal workers on the city’s budget to
meet their own material needs means that the demands of organized city
workers encounter increasing hostility from an overtaxed central city V
working class. Union demands for improved wages and working
conditions, if they are to be realized, will at some point have to be tied to
changes in methods of revenue accumulation and overall city budget
priorities. To the extent that city workers begin demanding that their
material needs and conditions of work be met by reallocating available
resources and not by increasing taxes, and to the extent that they begin to ’

_ challenge the priorities of state capitalist reforms, the present divisions
between private and state workers and the relative surplus population will
begin to narrow. Demands for public service jobs to meet community
needs, supported by changes in the tax structure in favor of the working
class, are potentially powerful instruments for uniting the fragmented
working class. R

Black political struggle has a potentially powerful role to play in the
development of the Socialigt City. In almost every declining central city,

- placks and other oppressed minorities constitute an increasingly large

share of both the municipal labor force and the relative surplus popula-
tion. Black leaders are coming to power in central cities. Issues of
economic impoverishment, on the one hand, and race and sex oppression
on the other, may serve as a primary basis for cementing a coalition be-

tween city workers and insurgent community groups (44).

The Socialist city is the urban-political foundation for the construction

‘of a socialist society. Powerful political organization cannot be based
solely on the control of city hall, but through vertically integrated organi-
zations that are influential from the neighborhood through the state into
the Houses of Congress. The city must be the base for a system of | <
political power that is mutually reinforcing and supportive. It is as impot-
tant to have allies in the state legislature and Congress as it is to have
effective organization in the city itself. This is all the more crucial due to
the commanding role played by state and federal governments in the al-
location of resources and programs. Without this type of vertical political
integration, political and economic development of the central city will be
constrained. The blackening of municipal power, the development of a .
continuous planning and coordinating network between black mayors, | &
urban state legislators and the black Congtessional caucus in Washington
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ay part of the foundation for the multi-level political directorate
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needed to support the central city and move in the direction of an urban
based national party. ; -
What is unalterably clear at this point is that ‘‘unless a vision of a
better social order can be made concrete and related to present possibil-
ities, people will struggle for what they can get within the existing
i system.”’ (45) In the absence of a well articulated socialist perspective
and a popularly based socialist movement, deteriorating central cities are
likely to experience some version or combination of the Pariah and State
i Capitalist City. '

FOOTNOTES

1. Richard Child Hill, *The Fiscal Crisis of the State: A Case Study of Education in
Detroit”” presented at Eighth World Congress of Sociology, Toronto, Canada, August 21,
1974; ‘‘Black Struggle and the Urban Fiscal Crisis,” presented at the Conference on Urban
Political Economy, New School for Social Research, N.Y., N.Y., February 15, 1975; *‘Capital

Accumulation and Urbanization in the United States,"” presented at the Annual Meetings of ~

the American Sociological Association, San Francisco, California, August 27, 1975.

2. Manuel Castells, ‘“Vers une theorie sociologique de la planification urbaine,"
Sociologie du Travail, 1969, p. 423 as quoted in Brigitte Brette and Francois d’Arcy, “‘On
Recent Urban Research in France: The Marxist View,”’ Comparative Urban Research, num-
ber 6, Winter 1974:75,-p-23."" "

—
3. David Harvey, Social Justice in the Maltknore: Johns Hopkins Press, 1973), p.

e

2 I—

4. C F. Hill, **Capital Accumulation and Urbanization in the United States,”’ 0p. cit.

5. Brian J. L. Berry, Growth Centers in the American Urban System, volume I,
(Cambridge, Mass.: Ballinger Publishing Company, 1973).

6. This idea is developed in more detail in Hill, “‘Capital Accumulation and Urbaniza- .

tion in the United States,"” op. cit.

7. C. f. Stephen Hymer, ‘‘The Multinational Corporation and the Law of Uneven -

Development,” in J.W. Bhagvati (ed.), Economics and the World Order, (N.Y.: World Law
Fund, 1971), pp. 113-140.

8. C.f. David Harvey, ‘‘The Political Economy of Urbanization in Advanced Capitalist
Societies: The Case of the United States,”” in Gary Gappert and Harold M. Rose (eds.), T4e
Social Economy of Cities (Beverly Hills: Sage Publications, 1975). :

9. James O’Connor, The Fiscal Crisis of the State (N.Y,: St. Martins Press, 1973).

10. Ibid. pp. 8-9.

11. Ibid., p. 9. ‘

12, C.f. Dick Netzer, Economics and Urban Problems (N.Y.: Basic Books, 1970), p. 170;

and U.S. Bureau of the Census, Pocket Dara Book USA, 1971, (Washington, D.C.: US.
Government Printing Office, 1972), Table 71, p. 87.

13.. Netzer, p. 171; and U.S. Bureau of the Census, Pocket Data Book, 1971, Table 71, p.
87.

14. Thomas L. Fleming, Jr. ‘‘Manpower Impact of the State, Local Government
Purchases,”” Monthly Labor Review (June 1973), volume 96, number 6, pp. 33-39.

15. For a range of data on this issue c.f. Advisory Commission on Intergovernmental
Relations, City Financial Emergencies: The Intergovernmental Dimension (Washington,
D.C.: U.S. Government Printing Office, 1973). .

16. C.f. Claus Offe, ““The Theory of the.Capitalist State and the Problem of Policy
Formation,”” paper presented at the State and Economy session, Eighth World Congress of
Sociology, Toronto, (;anada, August 21, 1974,

17. Lewis Friedman, **City Budgets,” Municipal Performance Report, (August, 1974),

p- 5.
18. For revealing data on the increasing intensity of the tax rebellion in school districts
in the United States c.f. Robert Reischauer and Robert Hartman, Reforming School Finance

Ly R T R I 4 I R

P
i

(Washington, D.C.: The Brookings Institution, 1973), Table 3-3, p. 21.

19. C.f. Michael Stern, *‘Fiscal Experts See the City in Severe Financial Crisis,”’ New
Yor# Times, October 27, 1974, p. 60; and Friedman, op.cit., pp. 29-30.

20. Friedman, op.ciz., p. 4.

21. For a comprehensive analysis c.f. Grant McConnell, Private Power and American

Democracy (N.Y.: Alfred Knopf, 1967).
22. Aaron Wildavsky, The Politics of the Budgetary Process (Boston: Little-Brown,

.1973).

23. Robert Alford, ‘“The Limits of Urban Reform,’” paper presented at the 1973 annual
meetings of the American History Association, San Francisco, California. Also c.f. His
Politics of Health Care (Chicago: University of Chicago Press, 1975).

24. Friedman, op.cit., p. 18. :

25. Sterling Spero and John M. Capozzola, The Urban Community and Its Unionized
Bureaucracies, (N.Y.:Dunellen, 1973), chapter 1. AN )

26. Arnold M. Zack, ‘‘Meeting the Rising Cost of Public Sector Settlements,’’ Monthly
Labor Review (May, 1973), pp. 38-40.

27. U.S. Bureau of the Census, City-County Data Book[s], 1962 and 1972, (Washington,

".D.C.: U.S. Government Printing Office).

e

letter, June 24, 1974. &

28. Ross Baker, ‘‘The Ghetto Writ Large: The Future of the American City,” Socia/
Policy (January/February, 1974), p. 27.

29. For example, of the twenty cities in the United States with the largest black popula-
tion, 13 experienced declines in the resident employed labor force ranging from -21% in St.
Louis to -2% in Washington, D.C. between 1960 and 1970. All five of the cities containing
the largest number of blacks (New York, Chicago, Detroit, Philadelphia and Washington,
D.C.) experienced declines in employed resident population during this period.

30. U.S. Commission on Civil Rights, For A/l the People . . . By All the People: A Report
on Equal Opportunity in State and Local Government Employment (Washington, D.C.: U.S.
Government Printing Office, 1969).

31. Ed Greer, ““The ‘Blackening’ of Urban Americ_e“,';_; . jcan Movement News-

f’r .
32. Norton Long, “‘The City as'Reservation,”’ T%Rx&/icﬂlnterfmmwﬂ). —
33. George Sternlieb, ‘“The City as Sandbox,”” The Public Interest (Fall 1971), p. 16.

. 34. Charles Hamilton, ‘‘Urban Economics, Conduit-Colonialism and Public Policy,”
Black World (October 1972), pp. 40-45. '

35. Sternlieb, op.cit., p. 18.

36. H. Paul Friesema,.'‘Black Control of Central Cities: The Hollow Prize,” Journal of
the American Institute of Planners, vol. XXXV, number 2 (March, 1969), p. 77. .

37. For a portrayal of the contours and implications of the social-industrial complex, c.f.
O’Connor, op.cit., pp. 51-58. My description of the State Capitalist City is deeply indebted
to O’Connor’s analysis. - e e T e e S S

R st n

38154 p 116, _
39. For a comprehensive review of metropolitan reform attempts c.f. John C. Bollens

.and Henry J. Schmandt, The Metropolss, secor\ld edition, (N.Y.: Harper & Row, 1970),

chapter II. - . - o
. [ WP, O B b A, AR e
‘4}0. Harvey, op. cit., p. 235. LG S :

41. Edward M. Kirshner and James Morey, *‘Controlling a City’'s Wealth,” Working
Papers for a New Society, (Spring, 1973).

42. C.f. Nicholas Wade's discussion of Community Technology, an experimental project
developed by Karl Hess and others in the Adams-Morgan district of Washington, D.C. in
Science, pp. 332-334 (January 31, 1975). -

43. O’Connor, op.cit., p. 241.
44. Ibid., p. 244.
45. Kirshner and Morey, op.cit., p. 19.

Vo

y



CLASS AND URBAN SOCIAL
EXPENDITURES:
A LOCAL THEORY OF
THE STATE L

Ann R. Markusen, Assistant Professor University of Colorado,
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L. Introduction

A capitalist state’s local and national structure results from its specific
history, particularly the problems which varying degrees of capitalist de-
velopment, class emergence, ethnic composition and external threats
impose on state formation. Constantly shuddering and mutating in re-
sponse to class conflict and capitalist crisis, the resulting structures are
not fixed. They often rigidify, however, creating bottlenecks as the mode
of production develops. Ultimately, they become arenas for revolution-
ary political conflict. In the short run, these structures shape the apparent
forms of class conflict and the distribution of capitalist insecurity.

This paper will examine one particular facet of state structure: the ev-
olution of metropolitan government and politics in the U.S. Fragmented

local governments with semi-autonomous powers, it speculates, have ex- -

acerbated what we know as the urban crisis. A Marxist framework reveals
the class foundations of the multiple and competing metropolitan political
units (1). In particular, it will focus on the immediate reasons why New
York City and other American central cities are in desperate financial
shape. Since the same brink-of-bankruptcy condition does not character-
ize European urban governments, it is clear that the specific form that the

American state takes on the local level is a very powerful force in ex-

acerbating urban financial crisis.

II. How Bourgeois Social Science Explains U.S. Metropolitan Political
Fragmentation.

The class homogeneity of suburban development and its political auton-.

omy have challenged bourgeois social scientists because they threaten to

undermine any approach which celebrates pluralism in the political pro- -

cess and equal competition among producing individuals. Suburbs con-

front even the casual observer with the class character of American -

society. ;

Political scientists and economists have both attempted to explain and
applaud the existence of fragmented autonomous local governments in
metropolitan areas. Political scientists have heralded the structure as a
successful solution to the corruption and bureaucratic unresponsiveness
of big city government, and as a nostalgic movement back toward rural

51

»

living and New England town hall politics (2). This idyllic model ignores
central city political conflicts and furthermore cannot explain why succes-
sive groups of recent migrants to cities have failed to attain access to
suburban democracy. The lack of a historical perspective and careful doc-
umentation of the development of separate political units cripples the
strength of such an analysis.

Empirical evidence indicates that this view focuses on a trivial (and
most likely fictitious) aspect of suburban political structure. Paradoxically,
the political apparatus which appears t6 be so accessible is treated by res-
idents of the suburban unit with apathy and indifference. Political scien-
tists have documented the uniformity and dullness of suburban politics
and ascribe it to the homogeneity of populations (3).

The bourgeois economists’ approval of the multiplicity of independent
metropolitan local governments echoes the political scientists’ emphasis
on choice and pluralism. During the 1940s and early ’50s, public finance
theorists could find no mechanism equivalent to the market with which
to model resource allocation (4). The marketplace tool kit was salvaged in
part, however, when Charles Tiebout pointed out that such pessimism was
not warranted on the local level (5). The existence of multiple local gov-
ernments introduces, claimed Tiebout, competition into the consumption
and production of local public service packages. Customers (residents) ex-
press their preference for a particular package by voting with their feet,
i.e., moving to the utility-maximizing suburban location. In Tiebout’s
view, local governments act as firms, forced to produce efficiently the op-
timum level of output by threat of resident outmigration.

‘The empirical evidence shows such arguments to be supple acrobatics
indeed. If Tiebout’s view were correct, suburban political units would
demonstrate wide ranges of public service mix and welcome residents of
every income and ethnic group. In fact, the most striking characteristic of
suburban units is their internal homogeneity, exclusion of ‘‘other’ in-
come and ethnic groups, and a generally typical public service budget in
all respects, with quality of service rising quite consistently with class
composition of residents. It is more correct to view the local government
not as analogous to the firm, responding to area-wide market forces of
supply and demand, but as a conscious constructor of its own local market
through influence on the cost and demand features of its constituency (6).
Only an historical and materialist analysis can illuminate the logic behind
such observed outcomes.

III. The Historical Development of Local Governance

The American federal system is unique among capitalist nations, a trait
which extends especially to the form and functions of local government.
Few other nations grant states or localities the degree of autonomy chat-
acteristic of the U.S. In Europe, local and regional officers are generally
directly subordinate and responsible to the centralized national state.

Local public corporate bodies date back to early feudal European towns.
On the continent, the rising capitalist nation states swept away urban self
governance, but in Britain and the U.S. the emerging state’s strength
was, oddly enough, based on local partial autonomy. In England forces of
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the developing nation state seized upon the antagonism between the
nascent trading town and the feudal manor. After the Norman invasion of
- 1066, the crown granted charters ‘to towns in order to secure their inde-
pendence from local landed gentry and their fealty to the new regime.
These charters set up either an oligarchical municipal corporation or a
hierarchical structure administered by a justice of the peace appointed by
the crown (7). These forms persisted until the 19th century in England
and became the basis for the corporate nature of the U.S. city. As one
typical city charter expresses it, t

““The City of Albert Lea, a Corporation, through its Board of Direc-
tors, the City Council, presents to you citizen stockholders the ninth
annual report under the Council-manager charter.”’ (8)

English mercantile capitalists transplanted this corporate form of city
government to colonial America. They deliberately planned and chartered
towns as agencies for English control over mercantilist profits. Towns
functioned to keep non-agricultural immigrant populations confined, pre-
vented them from developing skills which might compete with British
hegemony over trade and manufacture, and employed them as unskilled
labor for mercantilist shipping activities. Entire towns, highly socially
stratified and tightly controlled, operated as market centers and military
and administrative command posts for the colonial empire. From these
bases the English trading elite appropriated land and resources from the
Native Americans, extracted agricultural and forest products from the
outlying areas (especially furs, wheat and cotton), sold British manufac-
tured goods, African slaves and West Indian rum, and secured a
profitable monopoly over trade (9).

By the American revolution, sixteen corporate entities existed in the
seaboard states with charters originally granted under the authority of the
English crown. The new federal system not only incorporated these char-
ters but vested state legislatures with the power to issue new city char-
ters. Most state constitutions set up explicit provisions subordinating

cities and towns to the state machinery. (Until 1850, cities remained small

and were generally ignored by state legislatures.) Although this era is

sometimes nostalgically seen as characterized by town meeting democ- -

racy, in reality patrician successor families to the English governors:
solidly controlled town government and their police forces (10).

After 1850, vigorously growing capitalist industrial production. trig-
gered the rapid development of U.S. cities. It imposed a tremendous need
for social infrastructure both for new plants and to acomodate swelling
populations. As a result, city governments expanded to provide water,

sewers, urban transportation, etc. and simultaneously required growing

revenues to finance them. At the same time, capitalist-bred unemploy-
ment and poverty heightened class conflict, crime, urban violence, and
disease. Social services such as public health and professionalized police
forces also became burdens on the city budget.

It was precisely as response to these growing demands on the central
city that the present array of multiple, semi-autonomous political units
were developed. The competitive struggle among capitalists consolidating
their power in urban areas first resulted in the nush for municipal home
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rule, and later in the curtailment of the outward extension of city political
boundaries, easy incorporation of new political units on the periphery,
and the separation of tax and expenditure domains between state and lo-
cal levels. By 1970, these structural arrangements had cumulatively
straight-jacketed the contemporary central city.

Home Rule

Because rapid urban development had tremendously enriched those
with political control, state legislatures had become breeding grounds for
special interest legislation granting lucrative public sector contracts to the
private political entrepreneurs. In 1970, for example, three-fourths of t‘he
pages of acts passed by the New York State legislature related to cities
and villages (11). A representative of the 1867-8 New York State Consti-
tutional Convention pointed out that ‘‘seven-eighths of all revenues are
disbursed by those who hold state appointments and are in no way re-

* sponsible to the people of the city. . .’ (12) The Evarts Commission, set

up in 1877 to investigate the city graft problem in New York, concluded
that

“‘Cities were compelled by legislation to buy lands for parks and
places because the owners wished to sell them; compelled to grade,
pave and sewer streets without inhabitants and for no other purpose
than to award corrupt contracts for the work.”” (13)

Capitalist class representatives who did not share in the spoils but had
to pay for them through property taxation complained bitterly about such
graft and provided the social base for the municipal ‘‘Home Rule’’ move-
ment (1865-1900). Up until;1900 their efforts resulted in little more than
state provisions (statutory 4nd constitutional) limiting in small ways the
absolute control by state legislatures and providing for some elective local
officials. The ideological impact of their call for home rule, which was
couched in terms of Jeffersonian democracy and self-determination, had a
greater impact. This sentiment reflected the laissez-faire ideology of the
times which celerated the myth that civil society could be protected from
the interference of government. In the 1880s, an academic (Yale, Har-
vard) named John Fiske traveled the country popularizing local rights and
was ‘‘delighting audiences by tracing back town meetings of New Eng-
land to the village assemblies of the early Aryans, making federalism that
began with these local units the key to heaven and earth . . .”’ (14) But the
ideological appeal of the issue tended to obsecure whose interests the
movement actually served.

As the complexion of these interests changed in the 20th century, the
amorphous constituency favoring home rule remained. ‘‘Viewed in the
light of actual legislative practice, the home rule movement is part of a
broad movement to liberate the cities from organized corruption and re-
store control to the so-called, ot self-called, good citizen.”’ (15) These
good citizens became increasingly consolidated bourgeoisie fighting
management-based urban political machines. New York’s Good Govern-
ment movement was unified around the issue of fighting Tammany Hall
in the early decades of the 20th century. The demand for home rule be-
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came less important than other aspects of the municipal reform move-
ment—the call for non-partisan elections, for civil service reform and for
budgetary powers including *‘fair’” and sufficient taxation arrangements.
The great significance of the home rule provisions slowly being incorpor-
ated into state constitutions was to await the development of independent
suburban political incorporation.

Suburban Autonomy

The first well-documented appearance of the independent political sub-
urban government is that of Brookline, Massachusetts, in 1873. Sam Bass
Warner, in his accofint of outward suburban expansion around Boston in
the latter half of the 19th century, notes that the change from the tra-
dition of central city annexation of residential areas on its periphery to in-
dependent suburban incorporation occurs abruptly when state provision
of services ends suburban dependence on the city for basic public services
such as water and sewer. Brookline was the first suburb to insist upon its
independence:

“‘By the 1880s, with but one exception, no suburban town ever again
seriously considered annexation. . .It was already apparent in the
1880s that to join Boston was to assume all the burdens and conflicts
of a modern industrial metropolis. To remain apart was to escape, at
least for a time, some of these problems.’’ (17)

It is significant that the political fragmentation which followed the emer-
gence of classbound residential neighborhoods takes place only affer new
jurisdictions can get public services from a soutce independent of the cen-
tral city. Class neighborhoods on the periphery had previously been
forced to join the city to get these services. Thus, potential service auton-
omy appears to have been a necessary but not sufficient condition for
independent political viability.

Suburban Proliferation

State laws governing local government structure facilitated the prolifer-
ation of independent suburbs by making it easy to incorporate as an in-
dependent ‘‘home rule’’ political entity and difficult for the larger central
city to absorb peripheral growth through annexation or consolidation (18).
By 1930, every state legislature in the country had adopted some form of
legislation accomplishing this. In general, it put the decision to join or not
to join the central city politically in the hands of the residents of the an-
nexable area, leaving the parent who had spawned the child helpless to
participate in determining their joint future. Thus, the fruit of the home
trule movement, which aimed to strengthen the central city against state
manipulation culminated ironically in the weakening of the city by
engendering suburban parasites (19).

We have already suggested that the enabling legislation which fostered
independent suburban political structure was not a historical accident nor
prompted by nostalgia for the town hall meeting. The latter was merely
the ideology accompanying the development. Passage of such legislation

b))

lay with the strength of suburban-rural coalitions in state legislatures,
and its motives were materialist rather than idealist. The material basis
for the proliferation of independent local units of government is explored

below.
IV. A Marxist Theory of U.S. Local Governments

This summary of the history of multiple local political units in the
United States suggest that the phenomenon grows out of class conflicts in
the political realm. Not only are they peculiar to th.e growth of American
capitalism, they continue to be enmeshed in Ametican caplta11§rp’s pres-
ent dynamics and contradictions, particularly the urban fiscal crisis.

The function of the state at the local level mirrors in many aspects that
of the state at the national level. The primitive capitalist state operates as
an effective police power that protects the institutions of the capitalist
mode of production: private property and the system of wage labor. In the
advanced stage of crisis-prone monopoly capitalism, the state becomes in-
creasingly important within the production unit itself. It absorbs the sur-
plus potential of the system by underwriting profit in the private sector,
makes social investment and social consumption expenditures, and staves
off social revolt by growing social expenses to pacify (and divide) the
working population (20).

The state at the local level performs the same functions. It has dramat-
ically influenced production, since many local government functions are
critical to capitalist expansion. For example, local governments construct
and maintain the social infrastructure for both housing and production
(water, sewets, streets). The capitalist educational system, while financed
by various levels, is conttplled at the local level. The social expenses
needed to maintain social p&ace (police, health, welfare) are also predom-

‘inantly the domain of local government.

Sources of Local State Structure: State-building

In other capitalist states, many of these local functions were accom-
plished by national administrations, as national capitalist elites moved
against local resistance. The reasons for America’s differegge are not
hard to find. The American revolution linked diverse communities against
a common enemy. Each of these communities had begun independently
as a transplanted culture on the colonial shores and interior, and, as we
have seen, was often equipped with a distinct political charter. The es-
tablishment of the new American state, in order to secure the allegiance
of the numerous culturally diverse communities who often viewed any
state as an oppressor, had to make substantial concessions to decentral-
ized political structure, resulting in the federal system.

Conflict Over Accesible Government .

The potential accessibility of local government machinery to working
class populations also explains its unique structure in the U.S. Remote-
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ness and scale allow capitalist interests to construct and manipulate easily
the national government apparatus. For national politics, Marx’s famous
quip about democracy—that it is the political system where once every
four years the working class is allowed to vote for one or two members of
the ruling class—is appropriate. But at the local level, relatively smaller
size and geographical proximity mean that government power is poten-
tially more accessihle and—in theory—responsible to the working pop-
ulation. In fact, many cities in the late 19th and 20th centuries were ruled
by political organizations solidly rooted on the immigrants who were flow-
ing into Eastern cities. There is some evidence that earlier (mid-19th cen-
tury) political forces 7z favor of annexation and consolidated urban polit-
ical structure were capitalists eager to enlist aid against Tammany Hall
type governments (21).

Progressive New York Mayor Fiorello LaGuardia demonstrated the pos-
sibilities for city government opposition within the capitalist structure
during the 1930s by proposing to expand public service jobs, wipe out the
$31,000,000 deficit of the city with business and public utility taxes, and
expand city relief to include clothing, subsidized milk distribution and
health care. LaGuardia’s proposals were accompanied by statements such
as “If the right to live interferes with profits, profits must necessarily
give way to that right.”” and ‘‘the economic principles of yesterday are
obsolete as the oxcart.’’ (22)

When efforts to dilute the political power of pro-working class groups
by expanding the jurisdiction did not succeed (the incorporation of the
five boroughs that now make up New York City did not lessen Tammany’s
control as was hoped), separate jurisdictions provided an attractive alter-
native means for capitalist political control of the metropolis. To some ex-
tent machine politicians, but more especially socialist mayors provided
militant workers a friendly police force, thus encouraging plant reloca-
tions. Socialist regimes also made inroads on upper class consumption
funds, a further incentive for outward migration and suburban insulation.
Accessibility, then, meant that the local political mechanism was poten-
tially in danger of control by forces truly oppositional to capital and the
class beneficiaries of capitalism.

The erosion of capitalist control over local government should not be
overstated. Nationwide opposition from urban regimes did 7oz material-
ize. The experience with “‘left’’ local government, in fact, demonstrated
the difficulty units within the larger capitalist economy have when they
attempt major reforms. Even if no political constraints existed, the de-
pendence of city governments on the health of the productive sector pre-
vents them from cutting back on substantial social infrastructure expen-
ditures or raising taxes on the private sector. Any attempt to do this is
threatened by business emigration (23).

Even progressive city administrations, therefore, are crippled in their
attempts to end corporate parasitism on the public sector. Detroit, for in-
stance, is presently governed by a progressive black mayor but recently
offered Chrysler Corporation a long-run property tax break if it would
simply continue to run its assembly lines. In New York, corporate hege-
mony is even more blatant. Because the corporate and banking sectors
hold the bonds which the city cannot pay they can legitimately manipulate
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the city budget to cut back social expenses, require harsh measures
against public sector labor, preserve social infrastructural outlays that en-
hance corporate activities, and rule out substantial business tax increases
as a way of solving the fiscal crisis. Occasional pro-working class city gov-
ernments might redirect and increase social expenditures and lay the bill
for them at the doorstep of corporate institutions, only to fuel the exodus
from the city.

Preserving the Capitalist Class Consumption Fund

The capitalist consumption fund provides a third factor in shaping U.S.
local government structure. At the national level, the growth of social ex-
penses and social accumulation can be financed by deficit spending, so
the burden does not cut directly into the operating capital of the private
sector nor into consumption funds of the capitalist class. While diversion
of money capital from the private sector to the public sector does take
place, it is voluntarily transferred by capitalist institutions and owners
who will earn interest on this loan of their capital. Thus, it is acceptable,
even desirable.

At the local level, governments are forbidden to finance growing bud-
gets with deficit spending. Deficit financing by state and local govern-
ments resulted in frequent bankruptcy in the early 19th century, and state
and local government deficits would wreak havoc with national fiscal pol-
icy. As a result, local expenditures on social accumulation and social ex-
penses must therefore come from sources within the constituency.

The three sources for such funds are capital, the capitalist class con-
sumption fund, or the working class consumption fund. (The later two in-
cluding amounts spent onstlass reproduction.) It follows that as the local
public sector grows, each of these groups will attempt to enjoy the bene-
fits of social production and expenses while escaping the costs, with po-
litical power and authority influencing the outcome. We have already
seen that the fund of capital cannot be seriously threatened by incursions
from the public sector. This means that the conflict is among the various
classes and subclasses in the urban area. Independent local government
production units decisively organize this struggle.

The historical transformation of local government from one to many
separate jurisdictions within a single urban area solved the capitalist’s
problem of financing needed social consumption expenditures.

The Class Cultural Politics of Suburbanization

The class struggle over state spending is not simply a matter of capital-
ist suburbs against working class central cities as the above might sug-
gest (24). The realitively successful differentiation of subclasses and dis-
placement of class consciousness that has occured in American society
has made the American suburban pattern much more complex than a
simple capitalist-working class dichotomy would suggest.

One of the unique features of American capitalism is its rapid develop-
ment in a geographic, and to a lesser extent, political and cultural vac-
uum. No long tradition of institutions, both physical plant and social tra-
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dition, confronted young American capitalism. Working class immigrants
were less protected from the cultural ravages of capitalism than their
European counterparts. They emerged as a working class in an age dom-
inated by fresh capitalist institutions with no continuity in culture, com-
munity or politics available to them.

Robbed of communal culture, the working class sought human dignity
and identity in consumption and class reproduction. Taking control over
the production process—either its output or the conditions under which
they labored—the American working class looked outside the workplace
for the arena in which to find human achievement and experience. This
search engendered particularly strong feelings about one’s home, one’s
possessions and the success of one’s children.

The rapid expansion of cities outward became a process of residential
construction on the periphery where houses would be occupied by the
more successful members of the urban population, and suburbs from the
first reflected class segmentation (25). This segregation helped sub-
urbanites insulate their public sector amenities from urban claims and
their ability to pay from urban fiscal demands.

Suburbanization provided a key tool for submerging working class con-
sciousness under a sea of status differentiations. Professional groups like
lawyers, teachers, doctors live in relative affluence and do not identify
themselves as vendors of labor power, but cluster together in subutbs
which mimic upper class living patterns. They remove themselves from
the classes which commit property crimes and thus don’t have to pay the
cost of protection; instead, they can be assured that their taxes go for a
good education for their children.

The geographic component in abated class consciousness in important
for blue collar workers as well. Unionized workers especially have also
lost much class consciousness as their aspirations have shifted toward
neighborhoods and consumption aims for themselves and their children.
Job stability, home ownership, and a quality education have become para-
mount concerns and sources of pride for a working class otherwise robbed
of participation in controlling their own lives. Working class neighbor-
hoods and suburbs often quite militantly oppose inroads on these gains,
witness the opposition to busing in such communities.

The main subgroups among class-stratified suburbs could be cited as
pure capitalists (those whose major income derives from owning capital),
petty bourgeois capitalists (those who own their capital but whose
personal labor is necessary for making their livelihood with it), the pro-
fessional class (those who have extensive training invested in them but
sell their labor power), oligopolistics wage labor (those who work in the
oligopoly sector, are generally unionized, and enjoy relatively high wages
and job security), competitive wage labor (those who work at low wages
and without job security in the competmve sector) and the reserve army
of labor (those for whom employment is sporadic, composed largely of
minorities and women in American society). In addition, ethnic and racial

divisions within American society ovetlay class divisions. The result is.

suburbs with very distinct occupational and ethnic composition rather
than pure class suburbs. In common parlance they can be referred to as
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white middle class suburbs, Jewish professional class suburbs, Black
wotking class suburbs, auto workers suburbs, Polish suburbs, rich
suburbs, etc. (26)

Undoubtedly people migrated to subutbia partly as an inward- -looking
response to dehumamzmg capitalism; in this respect it represents a
movement to circumvent the loss of control and human dignity under
capitalism and is not merely a determined manipulation of political struc-
ture by the capitalist class. At the same time, it reinforces current forms
of class domination and intra-class antagonism.

To summarize the argument to this point, suburban differentiation in
the U.S. grew out of and was shaped by class conflict over the role of local
government. Based initially on the need to recruit pre-capitalist elite sup-
port for a fledgling state, this struggle was soon fueled by a many-sided
struggle over industrialization. Suburbanization emerged as a key device
for insulating upper class reproduction aims from working class influence
and for forcing the working class to pay its own costs of reproduction and
control. At the same time it played a central role in attenuating class con-
sciousness as higher strata of workers joined the upper class in establish-
ing enclaves.

At present, the U.S. system of autonomous suburbs continues to have a
central role in preserving class privilege and attenuanng class conflict.
As with a political development, however, this role is self-contradictory
because it threatens the central city’s ability to perform z#s basic
functions.

V. The Contradictory Functions of Metropolitan Political Fragmentation

Given the current urbanifﬁscal crisis, the salient function of suburban
governments is to insulate “class consumpnon from the costs of social ac-
cumulation and social expenses in the central city, thereby forcing the
poor to finance their own oppressive police force and welfare system, and

_ to construct a public service market by employing policy tools such as

zoning in which class aims for levels and types of social consumption and
class reproduction (schools, patks, etc.) can be achieved by excluding
high cost residents and attracting those with ample resources. At the
same time, the independence of the suburban government allows it to use
the same exclusmnary tools to enhance the pr1vate sector functions of
suburbia—the class assimilation of children by restricting their playmates
and experience, the removal of class conflict from living situations, etc.
But it also jeopardizes central city finances and the rational use of metro-
politan space.

An example will illustrate the argument. Public safety, meaning pri-
marily the safety of private property, is a social expense necessary under
capitalist production relations. Originally a private expense, this function
has shifted historically to the state sector (although there are still large
numbers of private guards). Public safety accounts on the average for one
third of all local public expenditures (excluding schools). Construction of
separate political units responsible for public safety involved a substantial
shift of the burden of this cost. The better-off classes could escape the
costs of public safety which the city provided to their industrial and
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mercantile properties in the central city, thus leaving the working class
and the reserve army of labor (’precisely the groups from whom such pro-
perty was to be protected) to pay for the safety of their oppressor’s
property. Furthermore, non-property crime control and other poverty-
related safety expenses would also be paid for by the same classes.

A second aspect of this public safety sector impact was the diminishing
of class conflict involved with the segtegation of classes spatially and the
development of corresponding locally controlled police forces. In early
U.S. cities, the rich and the poor lived quite closely together, creating a
potential for violence; the splitting for suburban locations and the con-
sequent regrouping and resistance to penetration by the lower classes
diminished the exposure of different classes to each other and thus the
potential for violence. When political autonomy followed residential
segregation, the local police force became controllable via concensus and
therefore dependable in any riot situation. (27)

In addition to escaping the tax burden for social expenses like public
safety, health and welfare, suburban residents have also been able to
help themselves to any number of city-financed services without con-
tributing tax support. (28) Some of these are services associated with the
daytime presence of commuters to the central city—street maintenance,
traffic control, waste and pollution control, and water systems. Others are
the extensive cultural and recreational facilities that the central city pro-
vides to all metropolitan residents—parks, zoos, concerts, parade facili-
ties, libraries and museums which are only occasionally compensated for
by payment of fees.

As independent suburban governments increased in number, their

sophistication grew apace. Autonomous local budgets not only allowed
suburban class interests to escape the social expenditures of the central
city while enjoying the benefits; it also allowed them to enjoy levels of
social consumption and reproduction far above those of city residents by
pooling parts of their consumption fund to produce high quality public
service for a limited group of recipients. It is not only an insulated high
income level that creates this opportunity; it is also the ability of local
governments to exclude high cost elements that would affect its produc-
tion function for local public services. In terms of conventional market
supply and demand schedules, this means that the supply price of a
quality education is relatively lower, due to lower cost functions, and the
demand level for a given quality education is higher because of higher in-
come levels and the lack of public sector competing goods like welfare
which have been eliminated by ripping them off from another jurisdiction.
Each tax dollar contributed thus buys a higher quality output. This is
most significant in K through 12 education systems where excluding
working class and poor children, especially from minority backgrounds,
from the constituency lowers the cost of providing a “‘good” education;
no special education or compensatory programs are requited. Class
-reproduction through the public education system is important to most
suburban residents, from the professional classes on down; these groups
fight jealously to keep their tax dollars out of unproductive sectors like
welfare and in class reproduction sectors like education.

Similarly, excluding ‘‘crime-prone’’ populations and escaping aging

physical structures lowers the cost of providing public saf’etx—golice and
fire services. Even changes in technology, such as the substitution of the
police cruiser for the cop on the beat, put a premium on s1'1burb.an locatiqn
by lowering public sector costs (its cheaper to operate cruisers in suburbia
than in the central city). Exclusion of high cost populations and low
income residents is achieved by using policy tools such as exclusionary
zoning and building codes to manipulate both the supply and demand
features of the local market for social output; (29) in this sense, the local
government attempts to create its own market for public sector output. .
Far from acting as an impersonal firm trying to attract a population
with an efficiently produced public service package, the local government
acts in class interests to fashion the very market it serves. It is strongly
partisan, for instance, about who its customers are, as opposed to the
neoclassical firm, which is only interested in its customert’s ability to pay
the price. The local government, despite willingness to pay, exclude§ a
household if it is poor (because then it will be apt to get a larger portion
of the public output than it pays for under most local tax systems) and if it
is apt to raise the costs of production. Regressive taxation, large lf)t zon-
ing, strict building codes, discriminatory public service distribution
schemes, and urban removal all contribute to the ability of local govern-
ments to shut out other classes and protect the public sector class con-
sumption and reproduction aims of its constituents. .
In fact, the local government’s identity is not separable from that of its
constituents at any particular moment. What occurs is thus the efforts,
simultaneously, of suburban governments to attract residents better, not
worse off, than current residents. Since better off residents can always be
wooed elsewhere, the resylt is a tendency for rather strict internal
homogeneity to develop while over the entire metropolitan area suburban
jurisdictions appear highly stratified. This develc.)pmcnt. rel_egates the
poorest and least mobile elements to the central city, which is then left
with the residents least able to pay and most dependent upon public
sector services. The degree of urban fiscal crisis experienced recently
owes much to this dynamic process.

The construction of these separate and disparate markets has been ac-
companied historically by the growing participation of land speculators
and construction interests. Since some of the gains of this public sector
manipulation can be siphoned off as rent, capitalist class production
interests have become involved in supporting the existence of separate
local governments and in recent years in literally constructing them along
with large scale residential developments. Beginning in the 1920’s iF be-
came profitable to extend the priveleges of suburban public and private
sector insulation to the working class, at a rent premium. (30) In fact, it
has become increasingly difficult for any group to stay in the central city
because of the high level of public sector taxes and low level of benefits;
with few exceptions, only those who cannot escape, do not. In addition to
the real attraction of suburbia for working class families, mentioned
above, they have been manipulated into suburbia financially because of
their dependence on the value of their homes as their only asset and
security for old age. Working class suburbanization has contributed to the
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public sector fragmentation of local government, often militantly de-
fending it, and thus to the constructien of a complicated network of class
stratified public service units surrounding the metropolitan area. (31)

Since the advent of trucking, selective industrial and mercantile es-
tablishment have also moved to suburban jusisdictions. This movement
has much to do with private sector gains to location, but taxes and public
services do play an important role. Many corporations leave those por-
tions of their operations which require extensive public investment out-
lays in the central city while removing those which do not to suburban
locations. At the same time, to avoid paying for the social consumption
expenditures of their own work force, they increasingly build plants in
suburban locations but cooperate with local class consumption interests to
exclude their lower paid workers from living in the same jurisdiction in
which the plant pays property taxes. The existence of fragmented political
jurisdictions also allows corporations to play off one jurisdiction against
the other to secure preferential tax and expenditure arrangements in what
public finance theorists call tax base competition.

Although suburban dispersion would have proceeded outward in strati-
fied neighborhoods regardless of the public sector structure, it is clear
that public sector incentives exacerbated the outward movement and
added to the degeneration of metropolitan cohesiveness. The process is
thus self-reinforcing; the existence of class neighborhoods makes possible
the creation of independent political units and these in turn encourage the
creation of class-segregated suburbs. The consequences for central city
fiscal crisis are obvious. The deformed local version of the state, there-
fore, adds a spatial dimension to the capitalist crisis, since anarchy of
production in the public sector weakens the fabric of the entire com-
munity. The drive outward results in the waste of public sector facilities
already built and fails to incorporate public sector economies which would

- be emphasized in a rational, planned system.

VII. The Future of the State at the Local Level

What will happen in the future? The phenomenon we have investigated
here is not a static political condition. We have seen that capitalist
interests favored consolidation of political units in the mid-19th century in
urban areas. We have argued that the present form of multiple units is
mainly the result of one hundred years of class interests constructing and
maintaining separate public service sectors. In the future, it is possible
that new class interests generated by monopoly capitalism will result in
still different pressures on local political structures.

Forces for Change

Despite the scare of the 1960’s, it is clear that corporations are not
going to leave the major American central cities because their need for
elaborate administrative, financial and control functions ties them to the
agglomeration of facilities downtown. Certain operations, particularly
actual production facilities and warehousing, will continue to locate out-
side the central city, but large numbers of corporate jobs will remain in
the central city. The dependence on downtown location is becoming more
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apparent and leaves the corporate sector potentially more vulnerable to
public sector taxation. Thus the corporate sector has sought for new ways
to control the local public sector in lieu of the potency of the threat to
emigrate. The likely solution has been demonstrated most dramatically by
the recent events in New York City. The corporate sector, aided by the
ravages of recession and inflation, has secured for itself a legitimate and
dominant position in the budgetary process. To the extent that this
domination succeeds and is replicated across the country, the corporate
sector and upper class public sector interests have less stake in the main-
tenance of independent suburban political jurisdictions.

At the same time, the need for coordination and administration of

national and multinational corporations has increasingly been harrassed
by the existence of fragmented political units; local governments may be
a big nuisance in planning expansion and location decisions. Dealings
with suburban units to secure zoning changes and infrastructural
commitments are often unpredictable and time-consuming. Some leaders
have complained about the lack of metropolitan regional planning in
recent years; such interests appear to be increasingly in favor of regional-
ized political structure. (32) This suggests that we may see a struggle in
the future between suburban subclasses militant in their desire to pre-
serve their local public sector autonomy and large capitalist interests
pushing for planned, rationalized metropolitanwide government.

A third change is itself the dialectical result of class segregation in
suburban areas: the ascendancy or threat of it by black urban populations
to political power in some of the larger central cities. This development
appears to have different results for urban structure between regions. In
the South, urban areas like Richmond, Dada County (Florida) and Jack-
sonville have quickly congplidated the preexisting political units to
prevent black hegemony in the central city. In the North, the ruling class
interests apparently feel that black central city governments can be dealt
with satisfactorily because of their dependence on private sector jobs and
taxes. No structural change appears to be imminent.

A final change is an increasingly parochial and defensive attitude on
the part of suburban and exurban residents who are beginning to oppose
growth in their communities because of high infrastructural costs as-
sociated with it, potential overuse of facilities they enjoy, and subtle fear
of incursions by other groups who might ultimately undermine the ‘fabric’
of the community and erode property values. Despite liberal efforts to
throw out the property tax as the main financial base for municipal and
educational expenditures, to force busing across district lines and to dis-
perse low income housing into otherwise homogeneous neighborhoods,
the subclass interests in suburbia seem to be solidly arrayed against
erosion of the little that they have and to date have been successful in
maintaining it.

As a result of these dynamics, we may see in the future another shift in
class positions defending and attacking suburban independence. The
likely outcome is a further hybrid: special districts for planning urban
land use and constructing urban infrastructure in the interests of the
business community, and the maintenance of separate political units for
some local public consumption and class reproduction functions, particu-
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larly public safety, education and welfare. Maintenance of separate units
for the latter will mollify suburban resideats for their loss of control over
land use and planning.

The last fifteen years have been ones of almost unremitting urban
crisis. Clearly the urban public sector is one of the important receptacles
for the display of capitalist crisis. The growing pressures on the urban
public sector generated by infrastructural demands of the private sector
and the growing costs of industrial and reserve army peace are exa-
cerbated in the U.S. by the structural arrangements that make local
governments responsible for them, limit the financial resources available
for these purposes and badly maldistribute the burdens across the
political units within an urban area.

The urban crisis is not congenial for corporate capitalism, as evidenced
by the regular presence of local capitalist interests on committees con-
cerned with urban problems, e.g. Henry Ford’s membership on the De-
troit Renaissance Committee. But capitalist interests have made efforts to
turn the crisis to their ends, culminating in the recent attempts to control
the actual city budget-making process itself through formally established
organs. This is a two-edged knife, however. The attempt to cut urban
social expenses like welfare may heighten the class conflict within the
city. Similarly, the attempt to stop wage and benefits gains by public
sector workers may heighten the visibility of the struggle between capital
and labor even as it affects workers in this sector. Some resolution of this
will occur, most likely via greater Federal government financing of social
expenses, as has been the trend since the '30’s, taking the form more
recently of revenue-sharing rather than federal takeover, and increased
regulation of labor disputes in the public sector by ostensibly publicly-
minded arbitration boards. Nevertheless, there is not likely to be a satis-
factory outcome to the basic urban crisis, structural or other. In fact,
urban political units may become explicit mouthpieces for class interests
and arenas for class conflict, a development which argues in favor of con-
sidering community organizing as a part of a revolutionary strategy.

While there is no possibility of ‘‘solving’’ the urban structural problem
under capitalism, community organizations’ struggles within the U.S. and
the experience of existing socialist states undoubtedly suggest many
'steps forward—for example, the neighborhood courts and housing
microbrigades in Cuba. .

It is clear that American democracy is subverted at the local level by a
rather unique development—the cordoning off of various subclasses into
political units populated by their own kind wherein constitutents equally
share in a public sector output that is financed equally and equally
escape the costs that might be imposed by lower class participation.
Central city populations are left the privilege of voting to impose the costs
of social capital and class containment expenses upon themselves. This is
simply, in a different form, democracy for the rich, although it involves
minor gains for intermediate and upper layers of the working class. Real
class differences under capitalism are obscured by a subdifferentiation of

"class enhanced by segregated residence and by the particular consump-
tion and class reproduction activities that accompany that residence.
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Insular suburbia has been a salient feature of urban America for a
hundred years, and an important contributor to central city problems in
the last thirty. This investigation has traced its relation to the capitalist
mode of production and reflected on its likely fortunes in the future. If
nothing else, perhaps it will stimulate fu.rther Marxist analysis of local
political structures, under both sociahs_t and C?.pltallst modes of
production, which might produce a full-bodied analysis and a strategy for

urban action.
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THE POLITICAL ECONOMY
OF HOUSING

Simon Clarke and Norman Ginsburg

University of Warwick
Introduction.

The Political Economy of Housing Group has been meeting bi-monthly for
the past eighteen months. It brings together people from a wide variety of
backgrounds with a commitment to the development of a Marxist analysis
of the housing field. While it is an intellectual forum committed to the
development of an adequate analysis of developments in housing and
housing policy, many of its members are engaged in one way or another
in various kinds of housing and community struggles, as well as in the
ideological struggle in the academic field. Hence the group is not a purely
academic group, although the relation between theory and practice is as
problematic here as elsewhere.

This paper arises out of the work of the group over the last eighteen
months, and attempts to indicate the areas in which the group has been
working. It focuses particubarly on the economic dimension, since it is for
a C.S.E. conference, but it‘should be emphasised that the group has also
been very concerned with the political and ideological aspects of the
question, and the relation between the different levels. A draft of the
paper has been discussed in the group, but the paper remains the indivi-

. dual responsibility of the authors rather than a collective statement by the

roup.

& Belzause this paper represents a summation of work, full reference to
and acknowledgement of papers presented to the group is not made as
often as it should be. Nine of the papers have now been published by the
group in book form as Political Economy and the Housing Question, price
$1.25, including surface postage, for individuals, and $3.25 for libraries
and institutions. The book is . available from 93 Woodside, London
S.W.19.

C.S.E. POLITICAL ECONOMY OF HOUSING GROUP—PAPERS 1974.

. J. Benington ‘Local Government becomes Big Business.’

M. Mayo ‘Noteson . . . (1).

P. Corrigan & S. Frith—Paper on ‘The Local State.’

M. Yarnitt ‘Local Government Politics.’

D. Byrne & P. Bierne ‘Towatds a Political Economy of Housing Rent.’
P. Corrigan & N. Ginsburg ‘Tenants Struggle & Class Struggle.’
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7. L. Breughel—Discussion Note on Chapter 5 of ‘Social Justice & The
City’ by D. Harvey.

8. S. Merrett ‘Council Rents and British Capitalism.’

9. D. Webster ‘Political Economy of Private Residential Development in
London.’

10. D. Massey—Paper on Land Nationalisation Policies.

11. R. McCutcheon ‘High Flats in Britain 1945-1971."

12. R. Colenutt ‘The Property Lobby’ one page summary only.

13. M. Boddy ‘Model of Housing Market Processes and Residential
Location.’

14. M. Jones & R. Hill ‘Political Economy of Housing Form.’

15. M. Ball ‘Owner Occupation.’

16. D. Webster ‘Housing Associations—A Socialist Critique.’

17. D. Byrne ‘Housing Associations in the North East.’

2. Why a Political Economy of Housing?

In a capitalist society housing is a commodity, and so shares the
characteristics of the commodity under capitalism analysed by Marx.
However, housing is a particularly important commodity in a capitalist
society for both political and theoretical reasons. Moreover, the analysis
of housing raises important, and difficult, theoretical problems. At the
level of the analysis of housing as a commodity three problems have
particularly concerned the Political Economy of Housing Group.

a. The price of housing includes a considerable rent element; hence
discussion of housing as a commodity involves the elaboration of the
much neglected theory of rent.

b. Housing is a necessary, and large, component of the cost of repro-
duction of labour power, and yet houses are too expensive to be bought
outright by members of the working class. If the working class is to be
housed, therefore, some mechanisms have to evolve which make houses
available to the working class and which do not take the form of outright
sale. The principle mechanisms which have arisen historically have been
private renting, local authority renting, and purchase on the basis of loan
finance. The cost of finance constitutes a large proportion of the costs of
realisation, and so an analysis of housing involves an adequate theory of
interest. The Political Economy of Housing Group has been much
concerned with the analysis of different forms of tenure and of the rela-
tions between them. '

c. In the area of housing the contradiction between the social natute of
production and the private character of appropriation became manifest
carly in the development of British capitalism, so that state intervention
in the allocation of housing to the working class, and in the control of
housing conditions, became crucial features of the housing sector. State
intervention has been direct, through controls of standards, building by-
laws, etc., and through state provision of housing, and direct through
regulations of the terms under which different tenure categories opetrate.
Directly or indirectly the state now plays a major role in the regulation of
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the circulation of houses, though its role in their production is very
limited. In the Political Economy of Housing Group we have been
particularly concerned to try to explain this state intervention. Hence an
understanding of housing presupposes an adequate understanding of the
state and of state intervention.

An understanding of the role of the state in this field is made very
difficult by the fact that even at the economic level there is not one
coherent capitalist interest. The problem is further increased when we
consider the political and ideological significance of housing.

Politically housing is important because it does not simply bring the
worker into contact with the supplier of the commodity in a single trans-
action. Instead he or she is placed in a contractual relationship with land-
lords, financiers, or the state itself. This is an ongoing and antagonistic
relationship in which the worker encounters capital not as worker but as
consumer. However, the magnitude of the cost involved and the
permanent nature of the relationship means that the housing struggle has
historically been a very important source of conflict under capitalism.

This immediately raises an absolutely fundamental question. The
question is to what extent are housing struggles class struggles? This
question is complicated by the fact that in a formal sense class and tenure
categories do not overlap. Herice housing struggles generally involve not
the working class as such, but private tenants or council tenants, and not
the capitalist class as such, but landlords or local authorities. It has been
suggested that some concept such as that of the ‘‘housing class’ (1)
should be introduced and that we should understand housing struggles in
tenurial rather than class terms. The group rejects such an approach for a
number of reasons. ‘

Firstly, the immediate struggle between tenant and landlord over an
item of consumption canndt be divorced from other conflicts in society,
and particularly the dominant struggle between capitalist and worket.
Just as in a particular wages struggle a worker is engaged as a specific
type of worker engaged with a specific capital, so in a housing struggle
the worker is engaged as a specific type of working class tenant con-
fronting a specific capital. In each case the politically salient question is
not whether the struggle is a specific struggle, but whether it can
transcend its specific character and become part of a general class
struggle of which conflict between landlord and tenant, as conflict
between capital and labour in a particular industry, is a particular
moment. The housing struggle analysed objectively is a struggle between
capital and labour over the provision of housing, even if it is a struggle
which is diffused both by the fragmentation of capital and by the frag-
mentation of the working class.

Secondly, it is clear that state policy treats tenure as being subordinate
to class. The state’s role is cleatly seen as being one of housing the
working class by one means or another, and not as being one of concern
with a particular tenure category. Within tenure categories, for example,
legislation affects different classes differently. Legislation affecting
private tenants has generally included exemption from rent control on

properties above a certain rateable value.
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Where council housing is provided for ‘‘middle class’ tenants, as in
the Barbican scheme, it is provided on quite different terms from those
which govern working class housing. Even in the owner-occupied sector
we find class differences in finance. For example, the option mortgage
was introduced to permit working class low-rate taxpayers to secure
increased tax advantages. Local authority mortgages make it possible to
secure a mortgage to buy older, and cheaper, property. Finally, working
class sources of finance often tend to be different. Recent studies in
depressed areas, such as Saltley in Birmingham (2) have confirmed the
findings of Harvey in Baltimore (3) that the poorer working class is
particularly vulnerable to the activity of fringe financiers providing loans
at very high rates of interest.

Thirdly, it is clear that the significance of each kind of tenure is very dif-
ferent in different classes, and is a creation of the class relation between
capital and labour rather than the free choice of members of the class.
Hence tenure divisions tend to reflect subdivisions in class terms. Gener-
alisation is difficult here because of regional variations, but it seems
generally true that a local authority tenancy is still subjectively as well as
objectively the ideal for a large proportion of the working class. For the
bulk of the working class the alternatives to local authority renting are
private renting at high rent in overcrowded and decrepit accomodation, or
purchase of equally decrepit housing through fringe financial institutions.
For various reasons local authority housing cannot accomodate certain
categories of people, notably the young, the deviant, the transient, and

" those with large families, and it is people such as these who tend to have
resources to inferior solutions. g

Even the great ‘‘ideal’’ of owner-occupation is not a natural one. As we
shall see later, it is the result of a history of state housing policy, and not,
as we can be sure, a purely contingent result. During the 1920’s local
authority housing was in every sense the ideal, being provided at high
standard for the better-off members of the working class. On L.C.C.
estates at the time the largest category of tenants were in fact ‘‘clerks.”’
It was in the 1930’s, when local authority housing was increasingly
restricted to the victims of slum clearance schemes, that the image began
to change, and the council estate came to be seen as what it had in fact
become, the depository for those who could not ‘‘do better.”” During the
1950’s we find the same process of concentration of local authority
housing on the victims of clearance, with the lowering of housing, and
environmental standards, only this time the policy is directly associated
with the drive to make the better-off members of the working class into
owner occupiers. This drive itself had clear political motives. This again
raises the question of divisions within the working class and so introduces
the question of the ideological importance of housing. <

Ideologically housing is extremely important, and this aspect has not
been neglected by the Group. On the one hand, the nature and form of
housing materially structures everyday life. (4) We have still to in-
vestigate in detail to what extent this power of housing as a material
ideological force has been exploited as a political weapon in capitalism.
Obvious examples are the internal construction of council housing, the

-lay-out and location of council estates, the fashion for high-rise, etc.
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On the other hand the fragmentation of tenure categories raises the
possibility of an ideological fragmentation of the class struggle. We have
to ask to what extent the classic division between craft and general
worker, between the ‘‘rough’’ and the ‘‘respectable,’’ is perpetuated and
underpinned particularly in the division between tenancy and ownership.
Certainly such a motive has lain behind the sponsorship of working class
owner-occupation. There also seems little doubt that the achievement of
owner-occupation is of ideological importance to the white-collar worker.,
The political significance of such ideological divisions has not been ade-

- quately discussed in the Group so far, but it clearly has important impli-

cations for the question of the relations between housing struggles and
class struggles.

This ideological fragmentation has a material foundation in the sense
that higher quality housing, or housing freed from landlords or bur-
eaucratic control, is available only to those who can afford it. Hence
owner-occupation tends only to be available to the better-off members of
the working class. For white-collar workers and professional people
owner-occupation has been available at least since the 1930’s, but for the
manual working class access to owner-occupation on a large scale only

- came in the 1950’s. In the paper which follows we shall be discussing the

housing of the manual working-class, for the position of the manual
worker has clearly been distinct from that of the non-manual worker for a
long time. The question of the relation between white-collar and manual
workers, and of the development of that relation, is not one which we
shall discuss. However, it is clearly an important question which con-
fronts those engaged in housing struggles. Professional, managerial and
executive employees will be referred to as the ‘‘middle-class’’, without
prejudice to any who would like to argue that such people are objectively
proletarian.

The Political Economy of Housing Group has addressed itself in some
degree to all the questions raised above. In this paper we would like first
to discuss some problems in the theory of rent, as a prelude to a con-
sideration of the role of the state in the provision of housing, which is our
main concern in the paper as a whole.

3. Housing and the Theory of Rent.

‘Since housing constitutes a large proportion of the costs of reproduction
of labour power, movements in the relative price of housing have a great
significance in a capitalist society. Since a proportion of the price of a
house goes straight to a landowner in payment for land, the starting point
of the analysis must be the theory of rent. As yet the application of the
theory to an analysis of the provision is inadequate, so we can merely
outline a number of points.

The starting point of the theory of rent is the distinction between dif-
ferential, absolute and monopoly rent. The distinction is an important
one, for each derives from a different source. The application of the
concept to housing land raises serious problems.

Marx’s analysis of ground-rent in Capital related almost exclusively to
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v
agricultural land, and this emphasis is maintained by most commentators
on Marx’s analysis. (6) Differential rent arises from relative advantages
inherent in a particular piece of land, either in terms of its location and
fertility, or in terms of the investment of different amounts of capital.
Differential rent does not simply derive from the natural attributes of a
piece of land, but also from the incorporation of previous improvements.
This latter is important in the case of housing land, for many of the
desirable features of a specific housing location are ‘‘externalities’” which
are the product of other investment. A developer, for example, may
increase the ground rent of land for middle-class housing by himself
creating desirable amenities in the neighbourhood. Differential rent, de-
riving solely from relative advantages of more favoured portions of land
does not affect the price of the product, which is determined by the price
of production of the product on least favoured piece of land. Hence dif-
ferential rent represents simply a diversion of super-profit from the im-
mediate producer to the landowner.

Absolute rent, on the other hand, derives from the barriers established

by landed capital to the free entry of capital to investment in the land.
Such a barrier may take the form of legislative restrictions which reflect
the power of the landowning class, but in developed capitalism it more
characteristically takes the form simply of the requirement on the part of
the landowner of a certain minimum return before he will release his land
at all. Hence, if we exclude consideration of legislative restrictions,
absolute rent arises only when it is necessary to bring new land into pro-
duction, and even then is only a small component of the ground-rent.

Unlike differential rent, however, absolute rent does affect the price,
since it derives from the fact that capital cannot flow freely into in-
vestment in the land in order to equalise the rate of profit between
capitals in the branch in question and capital in general. Hence absolute
rent represents a diversion of surplus value from capital in general to
landed capital.

Marx, starting from the claim that the organic composition in agricul-
ture is below the average, so that the price of production is below the
value, argues that an absolute rent arises when the price of the product
lies between the price of production and the value. Hence, it would seem,
absolute rent cannot arise unless the branch of production in question has
a lower than average organic composition. It would seem that this is be-
cause Marx assumes that capital would only flow into land in order to
equalise the rate of profit. However if capitalism is constantly expanding
then capital may flow into land even if the organic composition of, in this
instance agriculture, is above average. Hence Marx’s claim (7) that we
are dealing with monopoly rent if the price of the product exceeds its
value is dubious.

Monopoly rent is determined, according to Marx, neither by the price
of production, nor by the value of the commodities produced, but simply by
the buyers’ needs and ability to pay. Hence a monopoly rent arises where a
monopoly price is secured by virtue of control of a particular type of
land. Marx’s example is the vineyard which produces a rare vintage.
Monopoly rent is therefore earned at the expense of the consumer, and
not of other capitals, except indirectly by raising the cost of reproduction
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of labour power.

When we are dealing with agriculture everything is clear enough.
However when we deal with housing the situation begins to get rather
more difficult. The starting point of our discussions of the theory of rent

‘was the work of Harvey. (8) Harvey concludes that finance capital has, in
~ some not clearly specified way, conspired to create an absolute, or ‘class-

monopoly’, rent. Harvey’s own analysis is very confused, combining
Marxist and marginalist concepts, his final conclusion being that the
housing struggle Las become a dominant moment of the class struggle,
ranging ‘finance capital’ against the ‘people.” Harvey’'s work does raise
the important question of whether we are dealing with differential, ab-
solute or monopoly rent in the case of housing.

Harvey argues that because locational advantages are essentially the
creation of developer-financiets who create housing sub-markets of dif-
ferent social character, the rent accruing to them is an absolute rent.
However, the question of absolute rent is not a question of differentiation
between sub-markets, but a question of whether a class-monopoly in
landownership prevents free access to land on the part of building capital,
so that the rate of profit cannot be equalised by the free flow of capitals.
The barrier mentioned by Marx, that a landowner will require somze re-
turn to release his land at all, will make only a small addition to ground-
rent. The only other barrier which has been suggested is that of planning
controls. However such controls restrict the access of building capital not
to land in general, but to land in particular locations. Moreover such
controls are in fact not inflexible, particulatly in terms of the amount of
land freed for particular uses. Hence these controls do not affect land at
the margin, which is the source of absolute rent, but specific pieces of
land, particularly where thgre is conflict between alternative uses. In
relation to housing the effect of such controls is to increase the available
supply in inner city areas, where land is preserved for housing at the
expense of commercial use, while restricting it in suburban areas, where
land is preserved for farming at the expense of use for housing. These

restrictions therefore affect the supply of land at different locations dif-

ferentially, and so will affect the total quantity of rent appropriated by
landed capital, but they do not create an absolute rent.

Although it is quite clear that the advantage of a particular location for
a house is a differential advantage, there are problems in explaining
ground-rent as a differential rent. In agriculture differential rent arises as
a result of the relative qualities of particular pieces of land which mean
that the price of production of a given commodity is different on different

- pieces of land. However this is not the case with the production of houses,

for the price of production of a house is more or less the same in different

- locations. Hence the differential qualities of different pieces of land do

not derive, in the case of housing land, from objective qualities of the
land. Rather they derive from subjective evaluations of the desirability of
a particular location on the part of the consumer. Hence the differences
are essentially subjective and qualitative, rather than objective and quan-
tative. The key point about differential rent is that it does not affect the
price of the commodity in question. House ground-rent, however, cannot
be determined without reference to the demand of the consumer. It re-
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presents, in essence, the premium which a consumer is compelled to pay

for a house in a particular location. In this sense, then, perhaps we should
p . . -

regard house ground-rent as a monopoly rent, which is determined by the

‘buyer’s needs and ability to pay.” (%) Certainly it is only when we in-

troduce buyers’ preferences that we can explain why there is a house
ground-rent at all.* ‘

Without prejudicing the question of whether it is best to analyse
ground rent as essentially a differential or as a monopoly rent, we can at
least say that the ground rent cannot be determined simply by analyzing
relative prices of production. If there is no batrier to the entry of capital to
investment on the land, beyond the inertia of the owner, then rent derives
from the differential advantages of different locations. The magnitude of
the rent will be determined by the integplay of demand and supply in each
location. ®

On the demand side the differential advantages of different locations
for members of the working class derive first and foremost from their dif-
ferential access to employment opportunities. Hence the demand for land
in a particular location will be affected by the level of wages in the local-
ity, the level of unemployment, access to transport and distances from
places of employment. Other factors, such as access to shops or recrea-
tion facilities, levels of noise and pollution, the social character of an area,
will have a secondary influence. In the last analysis, however, it is the
spatial concentration of employment opportunities which determine that
different locations will have different values.

On the supply side we find that the tendency under capitalism for
employment opportunities to be spatially concentrated means that land
within reach of mass employment opportunities is differentially located.
This continuing tendency for capitalism to develop unevenly means that
employment opportunities become more and more concentrated, while
those seeking to live near them increase in numbers. Hence it is the
unevenness of capitalist development which constantly determines that
the demand for housing land in particular locations will run further and
further ahead of its supply. For some time improvements in transport
offset this tendency, but such an offset has long since ceased to be ef-
fective. Hence we can say that differences in rent for different pieces of
land depend, in the last analysis, on the spatial concentration of economic
growth under capitalism, and not, pace Harvey, on the scheming of
‘finance capital.’

There are further complications still to be introduced, for the market for
land is not one in which the rent is regularly renegotiated. Land is re-
leased by the landowner on a long lease, if it is not freehold, and the rent

is more or less fixed. Hence the ground rent accruing to the landowner

may bear little relation to current rentals, and the result will be that gains
or losses which should, from an accounting point of view, be credited to
the landowner, will in fact accrue to the builder or leaseholder. Some
would argue, because of this, that a house, once constructed, should be

treated as a capital improvement incorporated in the land. Marx clearly

argued that such a procedure was not possible, ‘particularly when the
landlord and building speculators are different persons.’ (10) Marx him-
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self quotes the evidence of a building speculator to the effect that his

profits derive largely from the increase in ground rent consequent on

development, rather than the profits of his constructional activity. (11) It
is important to be able to make such statements, and so to distinguish,
however imperfectly, building from land.

Although there are no specific batriers to the investment of capital in
land, there are nevertheless impediments to its free flow which can mean
that the price of houses is inflated because of a shortage of houses, rather
than a shortage of land. This shortage will persist for some time because
the process of building new houses is a long-drawn out one. However
such inflated prices are unlikely to persist in the long run, for thete are
few barriers to entry in the building industry. Hence in the long term
shortages of houses, and so increases in their price, will reflect shortage
of appropriate land, even if the gains accrue not to the landowner but to
the leaseholder for the period of the lease.

A further consideration to be introduced is the obvious fact that when
dealing with housing we deal with a market in which there is a con-
siderable stock of houses changing hands. Hence we have, in effect, a
large second hand market alongside the market for new houses. Like all
second hand goods the price of an old house will be determined in
relation to the price of production of a new house, and not to the historic
cost of the existing house. It is therefore possible not only for land prices
to increase, but also for the price of an existing house to increase and so
give the owner a capital gain on the house itself. It seems empirically that
prices of existing houses are indeed closely tied to prices of new houses.
The relation between the two will depend on age and condition of the
existing house by compatison with standards of new housing. It will also
depend, obviously, on the pfessure of demand. If a large proportion of the
population cannot afford to buy or rent new houses, they will all be thrust
into the market for existing houses, and we would expect to find the
prices of old houses being maintained relative to new ones. The pos-
sibility of making capital gains on existing houses depends, therefore, on
their being a relatively large proportion of the population unable to afford
new housing.

In this section, although we have still not precisely clarified the theor-
etical problems, we have concluded that the spatial unevenness of cap-
italist development is the ultimate source of ground-rent, where that rent
is not determined by agricultural or other uses. Moreover, we have
argued, the development of capitalism will be accompanied by a ten-
dential increase in ground rent. However ground rent is not the only
component of the price of a house. It is conceivable that increasing
ground rent might be compensated by a declining price of production of
the housing itself.

In fact, because of the low organic composition of capital and the low
rate of technical progress characteristic of both house construction and
building materials industries, we would expect that the price of produc-
tion of houses would rise relative to other wage goods, although it will, of
course, cheapen in absolute terms. This tendency will be further exag-
gerated by improvements in the quality of housing which could well be so
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great as to increase the price of production of houses even in absolute
terms. These improvements cannot, on the whole, be attributed to con-
sumer ‘tastes,’ since the bulk of working class accomodation is either at
of below the legal minimum standards to which housing can be built or
occupied. The action of the state to improve housing standards has been
the result, firstly, of attempts to improve the standards of public health,
both to improve the quality of the labour force and to protect the bout-
geoisie from classless diseases. Secondly, it has been the result of work-
ing class pressure, taking the form éither of ‘public disorder,’ or of more
direct political pressure.

Hence, when we analyse the price of production of housing, we find our
carlier conclusion that the price of houses will tend to rise under cap-
italism, confirmed. It is in the context of this steady rise in the price of
one element of the cost of reproduction of labour power that we would like
to situate the intervention of the state in the provision of housing for the
working class.

4. Housing and the State.

In the course of the century the role of the state in the field of housing
has increased enormously. Apart from state intervention in the field of
housing standards, the bulk of this intervention concerns the sphere of
circulation, in which the state has come either to regulate the provision of
housing through legislation affecting the landlord, Building Society and
Housing Association, or to intervene directly in the provision of housing.
This intervention has become necessary because of the inability of cap-
italism to provide working class housing of an adequate standard. The
state has therefore had to intervene here, as elsewhere, to prevent the
growing contradiction between means and relations of production from
compromising the existence of capitalism itself. This contradiction has
manifested itself economically particularly in the inability of private land-
lords to provide acceptable working class housing at an acceptable price.
Politically it has manifested itself in working class pressure to secure
reductions in the price at which housing is provided to them or at least in
resistance to increases in that price. As we shall see the two are inti-
mately linked, since it is working class pressure to secure control of pri-
vate rents which explains the decline of the private working class
landlord.

However, in explaining state intervention we have to refer to many
interests other than the working class and the landlord, and we have to
refer also to considerations of a directly political, rather than economic,
nature. Housing provision is a matter of concern both to the capitalist
system as a whole, and to those capitalists directly involved in its pro-
vision. The relation between these various factors is a matter of great
concern to the Political Economy of housing group, but also a matter
which has wider theoretical interest because it raises the question of the
explanation of the activity of the state in a capitalist society.

A simplistic analysis will see state intervention in the provision of
housing in terms of the conflict between industrial and landed capital.
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The dominance of industrial capital is indicated by the fact that the state

is prepared to control the activities of landed capital in order to reduce the -

costs of reproduction of labour power. Such an analysis is simplistic,
however, because it ignores several points which can be summed up
under five headings.

Firstly, the concept of landed capital subsumes under one heading a
number of rather different interests. We cannot clearly differentiate one
fraction of capital which is tied to investment in the land.

On the one hand, during the century the landowner as a separate
interest has declined as finance capital has increasingly penetrated land-
ownership. On the other hand, it is important cleatly to distinguish the
landlord from the landowner. We do not know nearly enough about the
landlord, and this does not appear to be a homogeneous group. One finds
the traditional petit-bourgeois landlord owning a few properties alongside
the large property company which combines landlord with development
and other financial interests.

Secondly, this analysis leaves finance capital out of account. Again we
do not know enough about the involvement of ‘finance capital’ in the field
of housing. At one extreme we have the concerns of the City as a whole
with such factors as the level of local authority borrowing or the rate of
interest. At the other extreme we have a large number of small savers
who invest in the building societies, or who lend money on a small scale
to builders, landlords or house purchasers. In the Group we are still not at
all clear about the different interests of different sub-fractions of finance
capital, nor about how these may be articulated politically.

Thirdly, this analysis leaves out of account the role of the working class
in determining both the fact and the form of state intervention. As we
shall see, significant advaaces in the position of the working class as
consumer of housing have’coincided with other working class political
achievements, while the erosion of these advances have coincided with
periods of working class political weakness. Whatever the interest of
industrial capital in the reduction of the cost of reproduction of labour
power, it is the working class which has achieved such reductions as have
been enforced by state action in the field of housing. Hence there is no
direct relation between a reduction in the price of housing and a reduction
in the cost of reproduction of labour power. The gains, have therefore,
probably accrued to the working class rather than capital.

Fourthly, this analysis tends to be over economistic in neglecting the
political as well as economic concerns of capitalism, concerns which
dominate the state, but of which capital itself need not be unaware.
Hence, as Marx himself argued, the fact that rent represents a diversion
from surplus value does not mean that the capitalist class will attack
private property in land, for such an attack would significantly weaken
capital itself politically by undercutting the ideological legitimation of the
institution of private ownership of the means of production itself. In the
same way one cannot jump from the economic interests of particular
fractions of capital to the execution of state policy, for between the two lie
both the political representation of different fractions of capital, and the
overall responsibility of the state with the perpetuation of the capitalist
system itself.
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Fifthly, and to sum up the previous points, such an analysis is insuf-
ficiently concrete. State action can only be understood in a specific
economic, political and ideological conjuncture through a concrete analy-
sis of the articulation of the forces involved in that conjuncture, these
forces including both classes, and fractions of the capitalist class, and
more specific forces directly involved in the field in question—tenants of
particular categories, local authorities, landlords, financial institutions of
various kinds, etc. One of the great problems of an adequate analysis is
that of relating these specific forces to the wider class forces, and so
understanding how the specific struggle articulates with the class
struggle as a whole. It is only at the end of such an analysis that we will
be in a position to generalise about the role of industrial capital, finance
capital, landed capital, or the working class in that struggle.

In the following sections we shall outline the way in which state inter-
vention in the housing field has developed during this century. At the
present stage of Marxist research there is an enormous gap between
hypothetical generalisations, of the kind just discussed, and a wealth of
unanalysed empirical material provided largely by bourgeois historians.
In the following sections we cannot begin to bridge that gap. Rather we
hope to indicate the field for Marxist research which, it is hoped, the
Political Economy of Housing Group is opening up.

5. The Decline of the Private Landlord.

In the nineteenth century the bulk of working class housing was pri-
vately rented, and it was the failure of the private landlord to continue to
provide for the housing needs of the working class which forced the state
to take some of the task upon itself. Hence, if we are to argue that state
intervention arose because of the inability of capitalism to deliver the
goods, we have first to understand why private renting declined.

The landlord brought together a house, land and finance in order to
rent the house to the tenant. It seems (12) that the landlord raised about
2/3 of the value of his property on mortgage, which means that the land-
lord’s costs were very sensitive to changes in the interest rate. Hence, if
he was unable to pass on the increases by raising rents, his profits would
be easily eroded. The bulk of the landlords were relatively small cap-
italists. Thomas Cubitt, himself owner of a large building firm engaged in
building bourgeios housing, wrote in 1840 that working class houses ‘be-
long to a little shop-keeping class of persons, who have saved a little
money in business . . . I think very few persons of great capital have any-
thing to do with them at all.” (13) Such landlords were content with re-
latively low returns on their capital, particularly in the earlier years of the
nineteenth century when outlets for small savings were limited. With the
development of alternative outlets for capital, such as the stock exchange,

government and municipal debt, and the building society, the landlord’s.

commitment to his vocation tended to become more sensitive to change in
his economic situation, as Cairncross has shown. (14)

Although the bulk of landlords in the late nineteenth century were
small capitalists, larger capitalists did invest in rented accomodation as
well, so that a large proportion of tenants rented from a large landlord.
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Nevertheless, just before the first war those with capitals of between
£1,000 and 20,000, who owned 36.2% of the national wealth, owned 53%
of the house property and business premises. At this time the average
price of a small working class house was around £250 (15). The fact that
there were large numbers of small landlords meant that the returns to the
landlord were relatively low, for economies of scale are limirted, so that
landlordism was a vocation which would be expected to be very sensitive
to a decline in profitability.

The standards of working class housing in the nineteenth century were
appalling, while rents steadily increased from 1780 to 1918, (16) even
when the general price trend was downwards. In the nineteenth century
the average working class family paid some 16% of income in rent, while
the middle class expenditure was nearer 8 or 9%. (17) It should not be
surprising that the working class was particularly sensitive to threats to
their living standards posed by increases in rent, and it was working class
resistance, reflecting growing working class industrial organisation,
which brought down the private landlord.

The decisive blow to the private landlord was dealt by the introduction
of rent control in 1915 as a direct response to working class resistance to
rent increases. The cessation of building during the war and the influx of
munitions wotkers to certain cities had led to great shortages of housing
which the landlords tried to exploit. The landlords themselves faced an
increase in their finance costs as interest rates rose as a result of wartime
pressure, and this, it seems, accounted for about half the rent increase.
(18) Resistance was greatest in Glasgow where the militant Shop Ste-
wards Movement was developing as a powerful force. (19) When the
munitions wotkers on the Clyde threatened a General Strike unless rent
control was introduced, thesgovernment gave way very quickly. It seems
that the workers were not dlone in their protest, for the munitions em-
ployers also made representations to the Government demanding that
rent control be introduced. Hence the 1915 ‘‘Rent and Mortgage In-
crease—War Restrictions Act’”” was passed. The point of restricting the
increase in the mortgage rate was to relieve the pressure on the private
landlord.

The impact of rent restriction on the landlord’s profit is not clear. While
the restriction prevented him from fully exploiting the wartime shortage,
control of the mortgage rate and the fact that property was fully occupied
may well have meant that his rate of profit did not actually suffer ser-
iously. Whatever the economic impact on the landlord, however, rent
control, introduced as a wartime emergency measure, was here to stay. It
was the fact, with the implied threat, of rent control, rather than a serious
decline in profit, which has led to the reluctance of investors to undertake
new investment in working class housing for rental since the first world
war.

In a wider context, however, it is significant that it was the landlord
who was singled out, from all the wartime profiteers, as the one to bear
the symbolic burden of restriction. The introduction of the measure was a
direct result of a dangerous upsurge of working class militancy which
threatened to spread from an opposition to landlord profiteering to an op-
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position to all profiteering, and most notably that of the armaments
manufacturers. In the context of such a political crisis the government
acted fast, and it was the landlord who was the victim. Hence the imposi-
tion of rent control did not, in the first instance, have an economic motive,
but was a means of defusing a politically dangerous situation.

6. The Growth of State Housing.

Although rent control was introduced as an emergency measure, it has
remained in some form ever since 1915. The crisis simply made it clear
that, in relation to wages, the levels of rent which would be required to
induce landlords to add to stock at a sufficient rate to meet the housing
needs of the working class could not be borne. In this sense state inter-,
vention to reduce the cost of reproduction of labour power had become
necessary. However the motivation was still not simply economic, for the
principle of direct Exchequer subsidy, accepted by the Cabinet in July
1917, arose after the Commission of Inquiry into Industrial Unrest had
reported that housing conditions were a major element in causing unrest
in seven out of eight areas investigated. (20)

The matter became urgent with the end of the war, and the election of
Lloyd George with the slogan of building ‘homes fit for heroes to live in.’
In 1919 the first national house building programmes was launched,
aiming at building 500,000 houses in three years. This programme was
initially entrusted to the local authorities, and it is from this point that the
state came to play the dominant role in the addition to the stock of
working class housing. For the previous fifty years the emphasis of state
activity in housing had been almost entirely on slum clearance and re-
housing. By the beginning of the war, therefore, only 2% of all dwellings
were owned by the local authorities.

The responsibility of the local authority after the war was to ensure that
the housing stock expanded without rents escalating, though this res-
ponsibility was initially seen as a temporary one. To permit the state to
fulfil this task the 1919 Addison Act gave a no-limit per-house subsidy to
local authorities, adding a lump-sum grant to private building in 1920.
The latter clearly indicates that the state did not see the role of the pri-
vate landlord as having been extinguished, but the response of the land-
lord to the subsidy was limited. '

The question which this change of policy raises is that of the light it
throws on the class struggle at the time. The introduction of housing sub-
sidies represented victory for the working class, though a victory which
industrial capital would not have resented. The effective decision to
transfer responsibility for the provision of new housing to the state clearly
demonstrates the political weakness of the landlord, a weakness indicated
by other evidence, as for example the sustained refusal of the Inland Re-
venue to allow depreciation on rented residential property.

Although the landlord received a subsidy on new buildings this did not
match the advantage gained by the local authority, for there was no relief
for the landlord of existing houses.

The City was not happy with the new legislation, particularly because
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of the absence of an upper-limit on subsidies. Then, as now, the City, as
the mind of finance capital, was preoccupied with protecting the govern-
ment from itself by restraining its expenditure. The crisis of 1921 pro-
vided the opportunity for the City to kill the 1919 measure and secure the
abolition of the subsidy. (22) The burden of pacifying the working class
was temporarily borne by the dole.

The principle of subsidy was not abandoned, and with the passing of
the financial crisis the 1923 Chamberlain and 1924 Wheatley Acts pro-
vided lump-sum per annum, per house subsidies to both local authority
and private enterprise house building. Control of council rents was passed
to the local authority and rate subsidy was permitted, thus giving the
local authority great freedom of action within the financial constraints of
the capitalist system. The Wheatley Act, introduced by the Labour
Government, was more generous in the level of subsidy than any since.

The fact that housing was placed under local control meant that the
housing policies of different local authorities varied quite considerably.
Labour tended to give priority to council housing, providing substantial
rate subsidisation, emphasising the quality of council housing, and,
against very strong opposition, some even tried to build their houses by
direct labour. For the labour movement until 1951 council housing was
seen as the means of providing homes of high standards, in pleasant en-
vironments, at low cost. The very freedom given to local authorities in the
provision and subsidisation of council housing meant that housing was the
field in which the paternalism of municipal socialism could, and did, most
effectively manifest itself. Since the early 1950’s there has been a marked
decline in the enthusiasm of the Labour Party nationally for the provision
of high quality cheap housing. However at the local level some elements
of the old ideology remainf;and manifested themselves in such things as
local opposition to pressure to build high-rise in the 1950’s, and more re-
cently in the Clay Cross struggle.

Tory councils contrasted sharply with Labour ones. They have tended to
minimise the role of council housing, tending to build to lower standards,
putting out to tender, and minimising the rate subsidy. Tory opposition to
council housing has been particularly strong at the local authority level
because of the massive representation of petit-bourgeois interests con-
nected with private housing—small builders, estate agents, solicitors and
landlords—among the ranks of Tory Councillors.

Despite differences in the approach of local authorities, however, the
role of central government in determining housing policy has continued to
be predominant through their financial control. Hence it is still possible to
discuss the history of council housing as a national history.

The 1920’s saw a major expansion in the council renting sector;
between 1919 and 1934, 31% of new houses were built by local authorities,
though half of them were either built for sale or sold to tenants. In the
1920’s council housing was of a relatively high quality aimed at the most
militant and better-paid sections of the working class. It is not clear to
what extent this was a political decision and to what extent it merely re-
flected a belief in the ‘filtering-up’ effect, those in need would move into
houses vacated by the better off. Council rents tended actually to be
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higher than average private sector controlled rents, partly reflecting
higher quality. :

The progressive defeat of the working class, culminating in the debacle
of 1926, is reflected in a steady erosion of working class gains in the
housing field. Rent decontrol continued and the position of the private
landlord was progressively restored. Militant Labour councils during the

1930’s were denied funds for housebuilding by the Special Area Com- -

missioners, and the Scottish Special Housing Association and the North
East Housing Association were established to play a major role in the
provision of subsidised working class housing in these areas. (23)

The 1930’s saw a shift in emphasis to clearance and rehousing from the
emphasis of the 1920’s on the provision of ‘general needs housing’—pri-
vate enterprise was felt by the National Government to be able to take
over the role of sole provider of housing for general needs; the Wheatley
and Chambetlain subsidies were abolished.

The removal of subsidy and emphasis on rehousing found its parallel in
the introduction of rent rebates for those who, on being rehoused, faced
major increases in rent. The means test basis of these schemes was
resisted by Labour councils, but by 1938 112 authorities had instituted
such schemes; it was the introduction of differential rent schemes which
lay behind many of the tenants’ struggles of the 1930’s. (see CSE paper
©))

As a result of the change of policy there was a big increase in the
building of houses for sale and renting to the middle class. This boom was
associated with the rise of the building societies, which in the era of the
‘cheap money’ policy was seen as an alternative means of channelling the
funds of the small saver into the housing sector, and so financing housing
at relatively low rates of interest; working class owner occupation also
began to emerge during this boom. The house-building boom was also
seen to be an ideal way of soaking up unemployment .during the 1930’s
given the low organic composition of capital in the industry.

7. The Triumph of the Owner Occupier.

The post war history of housing is surprisingly similar to that of the
inter-war period. An initial period in which council development is
favoured over private development, a reaction in which private develop-
ment is favoured while ‘subsidisation’ of council housing is reduced. The
new factor in the post-war period is the arrival of the owner occupier at
his present prominent position.

The 1945 Labour Government came to power still fired with a socialist
enthusiasm for improving working class housing through municipal pro-
vision. The Labour government gave council housing a high priority,
favouring it through the system of building controls, and regarding the
council’s duty as being not only to rehouse, but also to add to stock for
general needs. Council housing was given a large Exchequer subsidy, and
the rate subsidy was made statutory. The aim in 1945 was to build

- 300,000 houses a year. In fact the most that was achieved was 200,000
before the devaluation crisis of 1947 arrived. The government was faced
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with pressure from the City, and from the United States, which dangled
the carrot of Marshall aid, to cut its expenditure, and particularly to
divert resources from social legislation to infrastructural investment. At
the crossroads the government turned right, and among other things the
house building programme was slashed. 1947 marked a turning point for
the Labour Party in housing policy as elsewhere. From 1947 the long-
standing ideological commitment to providing high quality ‘subsidised’
working class housing for rent was progressively whittled away.

The Tories were elected in 1951 on a promise to build 300,000 houses a
year, a target-which was achieved in 1953 and exceeded in 1954. The
Tories ‘were convinced that home ownership eroded socialist zeal and led
to wider electoral support for the Conservative cause . . . the Con-
servatives sought to defend the property system by giving as many people
as possible a stake in it.” (24) Tory housing policy was dominated by the
desire to build a ‘property owning democracy,” and hence the emphasis of
the Tory government of the 1950’s on owner-occupation. However their
initial concern was to achieve their building target, and although this in-

volved a massive expansion of buildings for owner-occupation, it also in-

volved an absolute increase in council building. The target was achieved
by diversion of funds towards housing, by relaxing controls, and
particularly by reducing standards. This period also saw the rapid intro-
duction of non-traditional methods, sponsored by the large building con-
cerns, and justified on the grounds of the labour shortage as well as on
cost grounds. The building boom, with the introduction of large-scale

" methods, and the labour shortage, stimulated rapid centralisation of

capital in the building industry and saw the consolidation of the domin-
ance of firms like Wimpey, Laing and Costain.

In 1953 the White Paper ‘Housing—the Next Step’ (25) was published.
This White Paper marks the decisive shift away from state housing and
towards owner-occupation. State housing was henceforth to be confined to
provision for those in ‘need,” who turned out to be those subject to slum
clearance schemes. In 1956 the general subsidy for housing was abol-
ished, and the rate subsidy was made non-compulsory. The subsidy was
only maintained for clearance schemes and for higher blocks, whose
introduction further tightened the grip of the big builders on the con-
struction industry. Council housing was also faced with an increasing
burden on finance, since a ruling of 1955 virtually cut out resources from
the Public Works Loan Board, compelling local authorities to rely on the
capital market, so increasing the cost of finance (and, of course, the
return to finance capital). Increasing emphasis was placed on differential
rent schemes to enable local authorities to reduce rate subsidy by raising
rents. (26) Hence by 1964 almost 40% of housing authorities in England
and Wales were applying rent rebate schemes, although usually on a
small scale.

The effect of Tory policy was to lead to a rapid decline in local authority
new construction. In 1951 the proportion of houses privately built was
about 12%, in 1954 it had risen to 26%), and in 1959 the number of local
authority dwellings built had fallen to half the 1953 peak. Meanwhile the
proportion of the housing stock in owner occupation rose from 27% in
1947 to 42.3% in 1961 to 53% by 1971.
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The 1930’s had seen the first boom in building for the owner occupier,
but owner occupation was still largely the preserve of the middle class* so
that the end of the 1930’s saw saturation of the market and a brief revival
of building for private renting. The boom in owner occupation of the
1950’s also had a large ‘middle-class’ component. However it was
government policy to stimulate the rise of working class owner-oc-
cupation, and it was only in the 1950’s and 1960’s that owner occupation
came within the reach of significant sections of the working class. By 1965
there were 2.8 million borrowers from Building Societies, and by 1973 this
had risen to 4.2 million. ,

Since the 1950’s the main debate in the area of housing provision has
concerned the relative advantages of owner-occupation and local authority
housing. Owner-occupation has received massive economic and ideologi-
cal backing from the state as well as from the media, and its superiority is
very rarely questioned. o

There have been extensive discussions in the CSE Group about the
relative costs and benefits of owner occupation and council renting. (26a)
Comparison is made very difficult for two reasons. Firstly, because
council housing and owner occupied housing are very differently
financed, while finance costs comprise a large proportion of total costs.
Secondly, the house owner may make unpredictable capital gains, which
the council tenant may not, and this makes comparison of individual cases
a purely arbitrary exercise.

If we compare an individual house owner with an individual tenant the
comparlson depends very much on the future course of interest rates and
house prices, on the one hand, and on the time at which the home owner
entered the sector, on the other. The owner occupier who has paid off a
mortgage will be better off than the council tenant paying a ‘fair’ rent,
but the council tenant on a cheap estate will be much better off than the
new occupier in a situation of rising interest rates and falling house
prices. Clearly the attempt to compare individual cases is a futile one, and
this is because the main difference between owner occupation and council
housing is not in the total costs and benefits, but in the allocation of costs
and benefits within the sector. Hence the sectots can only be compared as
wholes.

. Much debate recently has focussed on the computation of the ‘subsidy’
given to each group. The owner occupier receives a subsidy through
Exchequer support for new building (rent subsidies should be analysed as
welfare benefits rather than rent subsidies.) The recent discussions have
been very important in challenging the claim that council tenants are in
some way privileged, by pointing out the enormous benefits which accrue
to the owner-occupier. (The 1965 option mortgage scheme was the first
official recognition that the owner occupier got any subsidy at all). At the
same time the computation of relative costs and benefits has to take into
account differences between the sectors in other costs and benefits as
well, and this has yet to be done. One has to compare not only subsidies,

but also building costs (taking account of standards), land costs, finance -

costs, cost of professional services, management costs, and cost of infra-
structural investment in roads, sewers, etc.
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Finally, the different financial arrangements involved in each tenure
category are crucial in allocating costs and benefits to different indivi-
duals. From 1923 to 1935 council rents were set locally, dwelling by
dwelling, as cost rents less subsidy. In 1935 the Housing Revenue
Account was introduced by statute, and local authority rents came to be
set at pooled historic cost less subsidy, local authorities having consider-
able discretion as to the size of rate subsidy which they could contribute
to the Housing Revenue Account. The 1972 Housing Finance Act sought
to break with the historic cost method of setting rent, replacing it with the
nebulous concept of the ‘fair rent,” of which more later.

The effect of setting rents on the basis of pooled historic cost is that any
capital gains which would have accrued to the local authority as land-
owner if rents were set in the market are in fact socialised and assigned to
the tenants. Of course the local authority has paid for the building land in
the first place, and still has to pay the costs of finance, but all subsequent
gains from land-ownership are socialised. Moreover the setting of rents
itself is taken out of the market, so that relative rents can reflect use
values rather than relative scarcities. This socialisation of price setting
means that the distributive effects of local authority renting differ from
those of market allocation. In a context of rising costs we will find tenants
of older housing ‘subsidising’ tenants of newer housing, and tenants on
cheap land ‘subsidising’ tenants on expensive land. This ‘subsidy’ is of
course only such by comparison with the irrational allocation of costs ef-
fected by the market. Other distributive effects will also be found. For
example, local authorities which have built substantially under high
subsidy legislation will have lower rents than those who have built under
low subsidy regulation.

In the owner occupied secter capital gains are not socialised, but accrue
to the individual on the sale of a house. In general the capital gain is not
realised because the individual simply purchases a correspondingly more
expensive houses. This capital gain can only be realised by leaving the
sector or moving to a smaller house. In this case the gain is achieved at
the expense of anothér owner occupier who purchases the house, and so
represents a transfer payment, a premium paid, one could say, for the
right to replace someone else in the sector. The capital gain of the in-
dividual leaving the sector is therefore matched by the increased in-
debtedness of the new entrant. Hence the realisation of capital gains at
the same time increases the indebtedness of the owner occupied sector as
a whole. The implications of what is in effect a means of expanding
consumer credit for finance capltal are not at all clear. However the
important point is that from the point of view of the sector as a whole
capital gains do not represent a benefit. Indeed they actually work against
the sector as a whole, because the owner occupier is subject to death
duties when he leaves the sector, while the council is not so subject when
a tenant passes on. Far from being an advantage of owner-occupation, the
individual market basis of allocation of costs and benefits compels the
entrant to the sector in effect to take out a very speculative, and pretty
expensive, kind of insurance policy. In return for his premiums he has the
prospect of a capital gain at the end, but a capital gain which can only be
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realised at the expense of other consumers. Of coutse recent events
should not hide from us the fact that the owner occupier may also suffer a
-heavy loss.

The payment structure of owner occupiers will also be very different
from that of local authority tenants. In general, in a context of rising
house prices, new entrants to the sector will be subsidising established
occupiers and paying a bonus to those leaving the sector. Only those
buying new houses will pay a price related to historic cost. Hence the
higher the rate of house price inflation, the higher the costs of entry to
the sector, which is precisely the problem today. -

In conclusion, then, we can say that the great advance of the local
authority sector over the owner occupied is not the fact that local author-
ity housing is cheaper so much as the fact that it involves the socialisa-
tion of allocation of both housing and the costs of housing. As well as
producing a more rational rent structure, this also removes the element of
gambling forced on the owner occupier. The disadvantages of local
authority housing derive from the fact that it remains within a capitalist
society, bureaucratically administered by an authoritarian state appara-
tus, and still subject to the extortion of banker and landowner.

By the mid-1950’s the local authority stock had grown to become a
significant proportion of the total housing stock. However, private renting
was by no means eliminated and the Tories made every effort to re-

habilitate the private landlord at the expense of the tenant. In 1947 58% -

of households remained in the private rented sector, despite the low rate
of building for private working class renting. The decline in private
renting through the fifties and sixties was in fact very rapid indeed,
largely as a result of clearance programmes, but also, paradoxically, as a
result of rent decontrol. By 1966 the proportion of private tenants had

+ fallen to 22.5% and it has been falling very rapidly since then.

The ‘problem’ of the private landlord was not simply the natural Tory
desire to rehabilitate him, but also the fact that the condition of much

private rented accomodation was so bad that the government wanted to .
improve the standard without incurring inordinate expenses. Acts of 1949 _

and 1954 offered improvement grants, but these were not very successful.
The Tories therefore turned to decontrol in order to increase rents and
allow the landlord sufficient money to 1mprove his propertles It was
hoped that decontrol would make investment in private rentmg a pro-
fitable activity, and so an alternative to local authority renting, especlally

-since ‘subsidies’ for local authority housing were cut at the same time.

Two other i important factors were the desire to get large under-occupied
houses converted into flats, and so use the stock more efficiently, and
finally to increase mobility by removing the anomalies in the structure of
rents.

The 1957 Rent Act was therefore introduced, allowing immediate dc-
control on properties with higher rateable values, and decontrol with

_vacant possession on the rest. By 1964 the number of controlled tenancies

had been halved, often by the application of the techniques made famous
by Rachman. The effect, however, was not to increage the supply of
rented accomodation. On decontrol small landlords tended to sell out,
either to owner occupiers, or to larger landlords.
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The Tory Act was a disaster from every point of view but that of the
landlord. When Labour came to power in 1964 they immediately re-
imposed security of tenure and rent control. Milner-Holland reported that
neither rigid rent control nor haphazard decontrol were acceptable The
result was Crossman’s 1965 Rent Act which introduced ‘fair rents’ for un-
furnished tenants, the concept of the ‘fair rent’ having first appeared in
the Tory Agriculture Act of 1958. (27) The rent was to be set by Rent Of-
ficers who had to ‘eliminate values inflated by scarcity.” The effect of this
Act is well-documented by the Francis Report of 1971, (28) which shows
landlords rather than tenants applying for registration, and the tendency
for rents to be increased rather than lowered. Moreover it was very
clearly the large landlord who was applying for, and getting, registration
and so rent increases. Hence the 1965 Act reinforced the tendencies of
the 1957 Act, to drive out small landlords, who would sell upon acquiring
vacant possession, while concentrating profitable tenancies in the hands
of latge landlords. Finally, there was no prospect of new provision for
private working class renting in a situation in which private landlords
could not possibly compete with local authorities, which not only had sub-
sidies, but which also charged pooled historic cost rents, so substantially
reducing the rent of new properties. The attempt to establish parity had
to await the Housing Finance Act, by which time the working class
private landlord was a good as dead.

Despite the clear attempts to restore the fortunes of the private land-
lord, the post-war Tories, unlike those of the thirties, did not have much
faith in private renting as the supplier of working class housing. The
main aim of Tory legislation on private renting was to unfreeze the pri-
vately rented dwellings so asgto make better use of the stock and so as to
increase the mobility of thosé living in it, the workers. Under the Tories
the private landlord was to declmc more rapidly than he had ever done
before.

Hence Tory housing policy allocated to local authorities the task of slum
clearance and rehousing, and to the private sector the task of meeting
general needs. This was the period, which carried through to the period
of Labour rule in the 1960’s, of slum clearance on a massive scale, and it
was clearance whlch kept up the momentum of local authority construc-
tion.

The reasons for this emphasis on clearance may seem obvious—the

- standard of much working class housing was appalling, and since the oc-

cupants could not afford either to buy, or to rent privately, new housing,
the state had to rehouse them. However we cannot take it for granted that
capitalism will operate rationally to meet people’s needs. Certainly
widespread concern about housing conditions; expressed by those who
had to live in the houses, by humanitarians, and by those who believed
that bad housing created all manner of social problems, played their part.
But there were also specific interests involved.

It is interesting that the heyday of slum clearance was also the heyday
of the private developer. Up and down the country councils, whether Tory
or Labour, worked hand in glove with these developets, clearing sites for
the creation of new, high density, ‘comprehensively planned’ shopping
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and office areas. These developments brought great profits to the deve-
lopers, and, as we now know, to many councillors and council employees.
They also appealed to councils because they generated a large addition to
rateable value. However the connection between this development and
the concurrent emphasis on slum clearance has not been investigated.
The connection between the two will be neither close nor direct, for only a

small proportion of land freed by slum clearance was diverted from resi-

dential use. However, it seems likely that there is. some connection,
particularly when we realise that clearance has virtually come to a stand-
still just when the major property companies have emerged from the
boom having built their properties and so become more concerned with
increased rents than with securing land.

Clearance also benefited the larger building firms, for the scale of re-
housing meant that they alone were able to bid for the bulk of the local
authority contracts. The Poulson and Birmingham affairs have shown just
how much importance both architects and builders attached to these con-

tracts. We know too little about other interests involved, notably ‘finance

capital’ in all its forms, to be able to provide a satisfactory analysis of the
post-war emphasis on clearance, or, cotrespondingly, on the more recent
shift of emphasis to rehabilitation.

Tory policy on housing took a comprehenswe view of the sector as a
whole, each type of tenure having its part to play. The underlying
principle has been the principle that land use should be determined pre-
dominantly by market forces, which masks the more fundamental view
that the sanctity of private property must be preserved. This continued
emphasis on the rights of landed capital in an advanced capitalist
economy is perhaps partly to be explained by the extensive penetration of
landed capital by finance capital over this century. Where this principle
has meant that the private sector has proved incapable of meeting

working class needs the local authority had been expected to step in.

Owner occupation was the key to the Tory housmg strategy. It might be
imagined, however, that the great stimulus given to the private owner by
the Tories would be reversed when Labour, the party which had always
given council housing first priority, came to power. However, by 1964 the
Labour Party had abandoned its commitment to the local authority tenant
and had itself endorsed the Tory ideal of the property-owning democracy.
It is this conversion of the Labour Party to his cause which really marks
the triumph of the owner occupier. By 1964 the Labour Party at the
national level, preoccupied with its electoral concerns, had adopted Tory
policy lock, stock and barrel. Even the Tories admitted that the 1957 Rent
Act, Labour’s main tatget, had been a failure. If Tories could win elec-
tions on Tory policy, then Wilson showed that Labour could too. It is,
however, important to appreciate that these developments at the national
level were not fully reflected locally, for the ideology of municipal social-
ism had been a powerful force in local Labour politics. This was to prove a

source of persistent conflict between Labour local authorities and central
government, culminating in the Clay Cross rebellion, but generally re- -

flected in much more mundane issues like loan sanction.
During the fifties, and most notably after the defeat of 1959, the Labour
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Party was converted to the cause of the owner occupier and came to adopt
the Tory principle of complementarity between the different sectors of
housing. The policy of municipalisation of private landlords, retained
through the fifties, was abandoned so that the Crossman Rent Act ac-
cepted the principle of the Tory Act of allowing the landlord a ‘fair re-
turn.” (29) The option mortgage scheme was introduced by the 1964
Labour Government as a method of stimulating the rise of working class
owner occupation. Local authority housing continued to have a major role
to play, but now the principle was that local authority housing should be
the preserve of those on low incomes. Standards of local authority hous-

 ing were in principle improved by the acceptance of Parker-Morris

standards. However the aim of 'solving the housing crisis by building half
a million houses a year was never even approached. The crisis of 1967 led
to the introduction of the cost yardstick in July, which, in the long term
undermined the Parker-Mortis standards by imposing cost-controls, and
since the devaluation crisis of 1967 local authority completions fell stead-
ily. This, combined with the massive reduction in private renting, gave an
enormous boost to the owner-occupier, while leading to an increasing
shortage of working class housing. (30) '

8. The Provision of Working Class Housing Under Capitalism.

In the last three sections we have outlined the development of the
mechanisms by which housing is provided for the working class over this
century. Over the period the state has assumed responsibility for en-
suring that such housing be provided and has gradually evolved a com-
prehensive policy which attempts, as far as possible, to provide that
housing within the confine§ of the capitalist system. In this section we
would like to try to draw out some of the lessons of the history we have
outlined. A Marxist analysis of that history is still not available, and much
essential empirical work remains to be done, hence our conclusions at this
point can only be sketchy.

The policy which has been evolved, and which is accepted by both major
parties, is a policy which sees owner occupation as the ideal, the bour-
geois solution castigated by Engels. (31) The decline of the private land-
lotd has been allowed to continue, and the local authority has come to be
seen as the provider of last resort. How are we to explain this policy? The
policy cannot be explained as a rational attempt to provide housing in the
most efficient way possible. If we find such rationality within the confines
of capitalism, the exceptional nature of such rationality itself demands
explanation. In this case, however, there is no reason to believe that
owner occupation actually employs fewer real resources in providing a
given quality of housing. Rather there is reason to believe that the local
authority, potentially if not in fact, would produce housing more ef-
ficiently.

In essence our summary history has shown that state intervention in
housing provision was the result of working class pressure which in-
directly destroyed the private landlord, who was until recently the only

. viable alternative to the local authority. Once the landlord had been des-
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troyed the alternatives were essentially owner occupation or council rent-
ing. The question we have to ask is that of how capitalist interests relate
to the choice between the two solutions. We shall consider the question
under the headings of economic, political and ideological aspects, without
confronting the question of the relation between the levels.

a. Economic

Industrial capital does not appear to have played a major role in the
determination of housing policy. While industrial capital would naturally
like to reduce the cost of reproduction of labour power, it doesn’t seem to
have played a major role in pressing for any such reductions. Neither has
industrial capital, it seems, concerned itself much with the planning of
new construction. For example, industrial capital has not played a major
role in sponsoring new towns and new industrial suburbs. Such de-
centralising projects ‘have been carried out on the initiative of the state,
and the problem they have confronted has not been one of housing
workers for local industry, but attracting capital to employ the workers.

Landed capital has, over this century, progressively ceased to exist as a
clearly distinct fraction as land has been penetrated by finance capital
However local authority housing is undoubtedly detrimental to the inter-
ests of finance capital in its landed form, since the local authority removes
land from the market and socialises the future rents on that land. In some
areas local authorities have come to own a large proportion of the land.

Finance capital is not a homogeneous interest, and we do not know
nearly enough about its operations. Both local authorities and owner oc-
cupiers have to borrow money at interest in order to finance their
activities, but they borrow it on different terms and through different
channels. The local authority has increasingly tended to have recourse to
the national, and even international, capital markets, while the Building
Societies channel small savings (which may be the small savings of large
investors) to house owners.

The state, pressured particularly by the City, is always concerned to
restrain its expenditure. However from this point of view there is little to
choose between owner occupation and local authority renting, for both in-
volve the Exchequer in substantial subsidisation.' Recent attempts to eli-
minate any subsidy for local authority tenants, while increasing it for
~ owner occupiers, tend to go against the strictly economic requirements
imposed on the state.

For the building industry_there is a place for both the local authority
and the owner-occupied sectors. The local authority contract provides the
large firms with their bread and butter work, offering large contracts with
low, but relatively safe, returns, while private construction provides the
jam. The instability of the industry, the need for heavy financial backing,
and the increasing adoption of large scale methods of construction have
all tended to increase concentration and centralisation of capital in the in-
dustry, a process which has been actively assisted by the state. (32)
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b. Political

It was working class pressure which made housing a political matter
and therefore a state responsibility. The state has responded to working
class pressure by providing working class housing. At the same time it is
clear that the state has resisted the extension of the local authority sector
beyond-a minimum of activity.

We know too little about the political representation of different frac-
tions of capital to say much about their political interests and activities.
However some things are clear. Firstly, it is clear that finance capital has
been able to intervene decisively at certain specific junctures to determine
the course of housing policy, its main concern being the pressure of local
authority borrowing on capital markets. In 1921, 1947 and 1967 finance
capital was successful in reversing working class gains almost before they
had materialised. But ﬁn(aime capital does not only prey on the local
authority as borrower, for the- 'Buildmg Societies are no longer insulated
from other financial markets. It is significant that it was the Competition
and Credit Control Regime introduced in 1971, at least in part to
strengthen finance capital for the entry into the E.E.C., which first put
the Building Societies under heavy competitive pressure, notably from the
Banks.

Secondly, it is clear that the building and building materials industries
are both very 4ctive politically, and have succeeded in persuading central
government and local authorities to sponsor new methods, and particular-
ly industrialised methods, which have increased the concentration and
centralisation of capital. Builders (and developers) have also been very
active in campaigning for the release and rezoning of building land.

Thirdly, it is clear that the landlord has had precious little political
weight. Until recently capitals invested in the activity of private land-
lordism have tended to be relatively small, while the landlord has proved
a provocation to the working class by confronting the latter with his exor-
bitant demands. Even the decontrol of rents has not been to the ad-
vantage of established landlords. Rather it has helped finance capital
penetrate the profitable segments of the private rented sector.

Fourthly, industrial capital seems to have taken little direct interest in
housing policy. Finally, we are only just beginning to investigate the
political representation of landed capital. (33)

The fact that housing is a local responsibility has meant that local
interests have also been able to influence local housing policy. The dele-
gation of housing provision powers to local authorities meant that local
policies could reflect the local state of the class struggle. A few red en-
claves could subsidise rents to council tenants out of the rates, while Tory
strongholds could confine public housing and make it pay an economic
rent. The links between the local Tory Party and local property interests is
notorious, small builders, estate agents, lawyers and surveyors having
enormous representation as Tory Councillors. Their power in determining
policy is out of all proportion to any importance as capitals.

¢. Ideological

The capitalist class a a whole has a clear commitment to owner oc-
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cupation on ideological grounds, and it was this ideological commitment
which, as we have seen, was fundamental in determining the emphasis on
owner occupation from the fifties onwards. The ideological commitment
has two dimensions. Firstly, the ideological importance of continuing to
legitimate private property by reference to its socially useful character
means that any failure of private property, and any corresponding success
of socialised provision, constitutes a threat to the operation of the
capitalist system itself. Hence the sponsorship of owner occupation has
been accompanied by a massive ideological campaign against the local
authority as a provider of housing and in favour of the moral, if not the
material, benefits of owner-occupation.

Secondly, owner occupation has been seen as fundamentally important
both in fragmenting the working class and in giving the individual worker
a ‘stake in the system.’ Such a policy is not without contradictions, for the
position accorded the worker in the system brings him directly into
contact with the reality of the constraints imposed by finance capital.
Interest payments are no longer channeled to him through the local
authority or the private landlord, but now appear to him directly as
financial costs.

In conclusion, then, we can say that as the result of a combination of
powerful capitalist economic, political and ideological pressures the state
has given massive sponsorship to the owner-occupied sector, while
seeking as far as possible to confine the local authority sector. Since the
1930’s local authority building has been presented in every respect as
being a second-best. The real material victory, which the Wheatley Act
undoubtedly represented, was progressively eroded, with a temporary
resurgence between 1945 and 1947. The massive emphasis on rehousing
victims of clearance projects, the emphasis of the central state on keeping
standards at a minimum, indeed the fact of low standards, particularly in
environmental terms, have contributed to reduce local authority housing
from an ideal to which all could aspire, to a fate to be avoided. However,
the struggle is by no means at an end, for the contradictions of capitalism
have a habit of popping up again, and this is as true of housing as of any
other field. ‘

9. The Contemporary Crisis

The Tories came to power in 1970 prepared for a massive offensive to
annul the material gains achieved by the working class. In the field of
housing this offensive took the form of the Housing Finance Act. This Act
represented a combined assault on public and private tenants, but its
main innovation was in relation to the former. ‘

The fundamental problem the local authority sector posed to the Tories
was that rents were too low. This was not the result of ‘subsidisation’,
which was of limited significance, but more importantly was a result of
the system of basing rents on pooled historical cost, a system which
socialised capital gains. Rents in the public sector did not in any way re-

~ flect market pressures, and so the rents were too low to persuade those -

who could afford it to opt for owner occupation, and not structured in such
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a way to make an optimal use of scarce housing.

The H.F.A. met this situation by introducing the ‘fair rent’ to the local
authority sector. The ‘fair rent’ is defined, as in the 1965 Labour Act, as
the ‘likely market rent that a dwelling could command if supply and
demand for rented accomodation were broadly in balance in the area
concerned.’ (34) Such a definition is clearly meaningless, and its ideologi-
cal foundation is manifest. In effect the ‘fair rent’ is the rent which
emerges from rent assessment committees as that rent which would give
a certain return to a private landlord. Hence the ‘fair rent’ broke the link

between historical costs and rents, and the effect was not simply to re-

duce ‘subsidy’ (although the central government saving for 1975/6 was
estimated as being at least £285 per annum (35), but in the long
run it was expected that the local authority would make a profit. Hence
the Housing Finance Act aimed a) to increase rents so as to reduce the
‘burden’ on the Exchequer and the rates. This requirement clearly cor-
responds much more closely to a demand from finance captal that re-
production of labour power be reduced. The move was clearly a re-
gressive one, and was clearly seen as such. b) The Act aimed to raise
rents so as to push high wage working class tenants towards owner oc-
cupation. In order to facilitate such moves the sale of council houses on
very favourable terms was extended, and local authority powers to grant
mortages were steadily extended. ¢) More generally, market rents were
expected to lead to a more efficient use of the housing stock. d) By
charging high rents to the council tenant, the Act also served to improve
the relative position of the private landlord, since in principle he could
now compete with local authority housing. It would also be possible for
housing associations to play a greater role. To help the private landlord,
further rent decontrol was eftended and the rent rebate scheme extended
to private tenants. €) The Act also changed the redistributive basis of the
finance of local authority housing. From 1935 to 1970 rents had been
based on pooled historic cost and apportioned to houses on the basis of
relative use values (or often on the basis of rateable values). The H.F.A
introduced a system which sets rents on the basis of market forces, with
the introduction of the cross-subsidisation of those defined as needy
through the rent rebate scheme. It is important to be clear that the rent
rebate .was to be met, as far as possible, out of the Housing Revenue
Account, i.e. out of rents, and not from the rates or the Exchequer. f)
Finally the H.F.A. took the setting of rents out of the control of the local
authorities for the first time since 1923. The measure had great political
importance, for many Labour local authorities had continued low rent
policies long after the Labour Party itself had abandoned any kind of
socialist commitment in the field of housing. Hence the move led to con-
flict with several Labour councils, most notably Clay Cross. (36) The
change had other political implications as well, which need to be
analysed. From the point of view of the working class, for example, the
local basis of most tenant struggles has been both a strength and a
weakness. Central rent determination both raises the possibility of
national tenants’ struggles, but also makes such struggles more difficult
to get off the ground. The shift is important from the point of view of

1]
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capitalist interests as well, but we are not sure in what ways.

The Labour Party, on becoming the government, as in 1964, proposes to
do little more than adjust the Tory measure to reflect the real state of the
class struggle. Labour froze the rents temporarily, but does not propose
to reintroduce rent control, and continues to apply ‘fair rents’ to housing
association and private tenants. Moreover it is clear that the Labour
Government intends to pressure local authorities to increase rents, partly
through its use of the subsidy system, even though it has restored power
to set rents to the local authority.

The only significant change in policy introduced by Labour is in the
final recognition that there is no longer any room for the private landlord.
It has at last become clear that the landlord can only make a ‘reasonable’
return at the expense of the tenant. In practice either rent is controlled, in-
which case in the long term the standard of rented accomodation deter-
iorates seriously, ot the landlord is given a free hand, which leads him
either to leave the sector altogether, or to rack-rent to students, young
single wotkers, or blacks, or to improve his property and rent to middle
class tenants. Either way the private landlord cannot provide for the
ordinary working class tenant. In the end the latter becomes the res-
ponsibility of the local authority, either as a result of clearance or of evic-
tion. The Labour Party has reacted to the situation by resurrecting the
policy of municipalisation, abandoned in the late fifties: This time,’
however, municipalisation is clearly not a socialist policy but a last resort.
Indeed it seems that Labour hopes that the growth of private renting in
the form of the housing association will make municipisation unnecessary.
(37) ‘

None of these policies address themselves to the real root of the con-
temporary crisis, which is the rapid escalation in the costs of both finance
and land in the last few years. Underlying the increase in the cost of land
there would seem to be two major factors. Firstly, the shortage of new:
building land in the major cities. has become increasingly acute as land
zoned for housing is exhausted. The effect of this is to increase com-
petition for land, and particularly for marginal land, quite considerably.
One manifestation of this pressure is the quickening of the rate of in-
crease of ground-rent. Other manifestations take the form, for example,
of political conflicts which derive from the need for local authorities to ac-
quire land in areas which had previously been the preserve of private
housing. (38) One also finds strong pressure on local authorities from
both private developers and the central government to rezone land des-
ignated as green belt or recreational land. Hence, for example, many al-
lotments have been developed for housing, and the sanctity of the green
belt has been steadily eroded.

The escalation in the price of land, however, does not only derive from
an increasing shortage of land, and so increasing rents. Much has been
made of the speculative component of the recent boom, but what this
really means is that finance capital has recently penetrated land owner-
ship on a massively increased scale. This tendency was particularly
marked as a result of the abortive attempt of the Heath Government to
‘go for growth,” when the investment funds available to finance capital
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increased enormously. Both in Britain and in Europe financial institutions
realised that the rent-earning potential of urban land was not adequately
discounted in existing land prices. In other words existing land prices did
not take account either of the tendency for ground-rent to rise, or of the
possible increases in rental values which could be achieved through re-
development. The effect was that the price of land increased much more

rapidly than did current rental. Although the boom had a purely specu-

lative component as realistic assessment of the prospects gave way, in
some cases, to overoptimistic fantasies, it nevertheless had a perfectly
solid foundation, ultimately in the underdeveloped character of landed
capital. The most serious blow to the boom came with the threat of sus-
tained rent control, and, although prices have fallen back since the height
of the boom, they have by no means returned to former levels. v

There were other, particular, factors which fuelled the spiral in land
prices. In the case of housing land the most notable was the availability of
mortgages which substantially increased the effective demand for housing
land. However, it seems likely that as important a factor is the increase
in demand was the escalation in the price of housing itself which made
many house purchasers regard their house purchase as a sound speculation
in commodity futures as well as the simple acquisition of a home. The con-
nection between the spiral in prices of commercial land and the spiralling
price of house land has yet to be investigated. .

In a context in which land prices are spiralling, while the increase in
the price of the house itself keeps up with inflation, increases in the cost
of finance also add to the burden. Some would argue that this is not the
case, because with inflation increasing the real rate of interest is actually
falling. However this argument is of no comfort to the individual or local
authority trying to acquire the initial cost of finance out of current income.
For those with outstanding loans the cost of finance has probably not in-
creased as rapidly as have incomes. It is those who are having to borrow
money to buy homes at current values who find themselves in an im-
possible situation.

The government reaction to the growing crisis has been piecemeal and
essentially temporary. The Labour Party has come up with another of its

‘radical’ schemes, land nationalisation. Land nationalisation will socialise

the speculative gains which have in the past been accruing to developers
with changes in planning permission or rezoning. It may appear that at
last the Labour Party is about to tackle the problem at the root, with an
all-out assault on finance capital in its landed form. There are, however,
three minor problems which might explain why Lord Goodman’s favourite
advisor, Harry Hyams, does not scream in pain. Firstly, in practice the
separation of the value of a site from the value of the buildings on a site
cannot easily be accomplished. Hence, under the proposed schemes,
capital gains are likely, to some extent at least, simply to be tranferred
from site to building. Secondly, the proposal shuts the stable door after
the horse has bolted. The speculative gains consequent on change of use
have very largely been made. Future gains will not be those consequent
on city centre development, but largely those consequent on encroach-
ment into the green belt. Indeed it is very likely that land nationalisation
will provide the opportunity for the developers to realise gains which at
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present only exist on paper. Thirdly, the measures in question only affect
capital gains consequent on change of use, they do nothing to socialise
either existing rents, or capitalised expected future rents, which account
for the bulk of the increasing value of land. Hence the contribution of
nationalisation to the housing crisis will be negligible. It will not be be-
cause radical measures ate irrelevant, but because the Labour Party’s
land nationalisation is not in any way a radical measure. (39)

So far the crisis has made itself felt in the owner-occupied sector in the
case of the new entrant, who has to pay a high rate of interest on a loan
for a very expensive house. The increased cost of land and finance has
once more largely excluded the working class from the chance of entering
the owner occupied sector. The government solution is to try to keep
down the building society rate of interest, which was once close to the
rate paid by local authorities, but is now only about two-thirds of the
latter tate. To help the new entrant to the sector we have various
gimmicky low-start mortgage schemes. Such piecemeal, and temporary,
measures do not confront the fundamental problem of the exploitation of
housing need by a parasitic finance capital in its landed and money
lending forms. The local authorities are equally affected by the crisis, and
construction has been steadily declining. Exchequer subsidies go some
way to reducing the impact of ‘exceptional’ increases in the cost of land
and finance, but on the other hand central government desire to cut ex-
penditure leads to strong pressure of local authorities not to build. The
effect is to lead to a withdrawal of the local authority from the provision of
new housing not only from general needs, but also for replacement.
Nowadays it is denied that there is any general housing problem, it is
denied that we are left with many more slums. Clearance is replaced with
rehabilitation as the solution for those living in inadequate housing. In-
stead of comprehensive programmes to improve housing standards we
find the proliferation of Housing Action Areas, General Improvement
Areas, etc. which set one area against another in competition for state
favour. We find the use of the rent rebate as a means of protecting the
destitute from the impact of the demands of finance capital, but no pro-
tection for the bulk of the working class. We find the private landlord
being resurrected in the corporate form of the Housing Association as the
means of housing those for whom thete is not an alternative. (40) We find
official toleration, and even official sponsorship, of squatting as a means
of condoning the maintenance of housing standards which should have
been, and were, surpassed fifty years ago.

Recently we have repeatedly seen Labour politicians preaching the
banker’s sermons. If the working class can’t afford to pay economic rents,
" then they must have substandard housing. If the working class won’t pay
for nice new houses, then let’s help them slap a bit of paint on the old
one. If they can’t find a house, let’s be tolerant and let them borrow the
house condemned as unfit for human habitation. When those slum
dwellers tell us that they would rather live in a slum than be herded onto
bureaucratically administered, authoritarianly designed and controlled
council estates, let us pat ourselves on the back for being so democratic
as to respect their wishes. If they can’t pay fair rents for Parker-Morris
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standard buildings, then we can always resurrect the prefab, and even
offer a bit of Utility furniture at King’s Road prices for nostalgia’s sake. If
they won’t pay the going rate for land, we can just increase densities and
reduce plot sizes, or we can build on the Green Belt. After all, nobody
ever goes there since we cut back public transportation.

10. Conclusion—The Future
No amount of study of the Political Economy of Housing will provide a

socialist solution to the housing problems. Only the working class
struggle will achieve that. Today such struggle in the field of housing

" takes many forms, and every day new issues arise. Struggles have arisen

in the last few years over issues other than the classic issue of rents.
Groups have challenged the imposition of demolition and clearance from
above. They have resisted the Housing Finance Act, and continue to re-
sist the perpetuation of policies introduced by that Act. Squatting groups
raise issues of the use of the housing stock and local authority allocation
procedures.

The issue of tenant control has begun to be raised on council estates. In
the future there is the prospect of local redundancy raising new kinds of
housing issues. At the moment these struggles are fragmented and
diffuse, many unsure of their direction and searching for a deeper undet-
standing of the issues which face them. The weakness, lack of coordina-
tion, and lack of analysis which often characterises these groups mean
that they often find themselves up dead ends. One of the greatest weak-
nesses of the Political Economy of Housing Group to date has been, in the
view of at least some of its members, that it has not addressed itself

_closely enough to the problems which directly confront these varied

struggles. It is to be hoped‘ﬁn the future that the Group will be able in
some way to contribute to bringing together these struggles, and can
contribute to the discussion of the direction which the overall struggle
should take.

The housing problem today is still a capitalist system. The capitalist
system has got more ruthless and more efficient in its exploitation of
housing need. However there is no doubt that working class gains have
been made in the field of housing. While the housing problem cannot be
solved while finance capital, and so capitalism, continues to live off the
working class, it is possible to defend and advance on gains already
achieved, the greatest of which if undoubtedly the municipal provision of
housing at regulated standards. Local authority housing is not an outpost
of socialism within a capitalist society. It exists within capitalism, and
continues to have to pay the banker his pound of flesh. However, it is the
first step towards the socialisation of housing provision, for it makes
possible a rational and democratic system in which the allocation of
housing services and housing costs is no longer left to the hidden,
grasping hand of the market. At present the system is not yet democratic
or rational, and local authority allocation policies have been much
criticised. The council estate remains under state control and not under
working class control, subject to a bureaucratic and authoritarian ad-
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ministration. The struggle to advance beyond the first step must con-
tinue. Perhaps most important, though, this first step must be defended
against the forces which seek to undermine it, ideologically, politically
and economically.

A major political problem remains in the fragmentation of the working
class introduced by tenure differences. We have argued consistently that
housing should be seen primarily in terms of class and not tenure. More-
over we have argued that local authority housing represents a
considerable working class advance. While this may be the case ob-
jectively, it is not necessarily appreciated as such by the working class as
a whole. It should not be imagined that all private working class tenants
or working class owner occupiers have entered their respective tenure
situations out of choice. With growing council waiting lists, many face the
prospect of remaining permanently outside the council sector and so are
forced into alternative solutions. However there is no doubt that for large
numbers of working class families local authority housing is not seen as
the ideal solution. Its primary drawbacks are the limited security of
tenure, and the authoritarian nature of control in the council sector.
Hence many working class families aspire to owner occupation so as to
assume control of their own housing conditions while increasing their
security to tenure.

The political problem is how a socialist housing struggle should relate
to this fragmentation. Should it organise workers by tenure category with
specific demands? Should it accept dissatisfaction with local authority
housing, and seek solutions, such as the Housing Association, outside
bureaucratic control? Or should it seek to bring together the whole
working class on a programme which seeks to break down divisions by
positing a common demand of collectively provided housing under collec-
tive working class control?

If this paper has done nothing else, it should have revealed the huge
gaps which exist in any Marxist analysis of the housing field. At the
moment we have a mass of detailed empirical work, largely produced by
bourgeois historians, we have a few broad generalisations, and we have
the experience of various kinds of housing struggle. The task of bringing
these components together in a Marxist analysis which gives its concepts
a concrete historical content at the intellectual level and a direct political
relevance at the level of practice has only just begun. In the Group there
is a desire to develop our work in two ways. Firstly, it is felt that there is
a need to bring our work closer to the problems of those engaged in
housing struggles by paying patticular attention to current political issues
and current government policies. Secondly, there are a number of areas
of analysis in which we feel a particular need to develop our work:

1. We feel that the analysis of ‘finance capital,” indeed of the fractions of
capital as a whole, is very underdeveloped.

2. We feel a need to develop a theory of rent adequate to the study of
housing.

3. We feel that more detailed study of regional variations in the develop-
ment of housing provision and housing politics is essential, including
study of the impact of migration, and particularly immigration.
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4. We feel that we need to sharpen our analysis to develop a more ade-
quate understanding of the relations between the economic, political and
ideological in the field of housing.

5. We feel that we need to study the production of housing in more detail.

Report from Britain.

The only collective work bearing the Kapitalistate name is happening at
the University of Warwick, Coventry. Although there have been

‘murmurings of other groups none have got off the ground yet. The com-

rades at Warwick have been involved in a number of small research
projects in such areas as community politics, trade unions, race and class,
not directly related to Kapitalistate. We have an ongoing project on
Capital and the State which has tended so far to be rather parasitic on
other work, notably from the U.S., and have discussed Jim O’Connor’s
work in particular. Arising out of this a workshop entitled Marxist
Theories of the Working Class has been established, which is taking as its
starting-point Marx’s writings on the labour process in Capizal, and his
notions of the reserve army and of unproductive labour. Particular
interests are in the notion of the aristocracy of labour and theories of
emboureoisement, immigrant labour and racism, women, the family and
the labour movement, domestic labour, state employment, white collar
workers, trade unions, unemployment, and the notion of the lumpen-
proletariat.

In our work on Capital and the State we are also turning back to Capizal
to try to use Marx’s analysis as the basis of a conceptualisation of the
relation between capital and the state. We have been particularly con-
cerned to develop the impligations of Marx’s approach from the stand-
point of social capital rathér than that of the competing individual
capitals.

Anyone interested in developing links in either of these areas should
contact Simon Clark, Department of Sociology, University of Warwick,
Coventry CV4 7AL, England.
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MARX’S THEORY OF RENT:
URBAN APPLICATIONS

Matthew Edel*

In the recent revival of interest in Marx's theory of rent and its applica-
tion to urban problems controversy has arisen over the meaning and uses
of Marx’s three categories of rent: differential, absolute and monopoly
rent. This paper attempts to clarify and resolve some issues raised in
these controversies. A presentation of Marx’s theory is offered first, fol-
lowed by a discussion of applications to urban land as made by Marx and
Engels themselves, and by recent commentators including Lojkine and
Harvey. In this presentation I have attempted to show that the distinction
between the three forms of rent corresponds to a distinction between
different strategic situations facing the working class.

A comparison of Marx’s rent theory to alternative views, particularly
those of Ricardo, George and Proudhon, has been made in a previous pa-
per. (8) Examination of the proposed uses of Marx’s theory in an urban
context has required greater specification, than I had attempted before, of
the distinction between absolute and monopoly rent, and the reasons
Marx gave for limiting the definition of absolute rent to the case of pro-
ductive sectors with a low organic composition of capital.

F.
&

A. Mafx’sTbeory of Rent

In his treatment of rent in a capitalist system, presented in Volume III
of Capital and Theories of Surplus Value, Marx defines rent as a revenue
received by land owners, who are able to wrest this revenue from those
who would use their land. Rent is viewed as both the result of a landed
class monopoly over a natural resource and a subtraction from surplus
value which would otherwise be taken as profit by the capitalist class. (25:
1, 615-813; 27, esp. Vol. II)

This definition is presented within the context of Marx’s theory of
value. In this theory, the value of a commodity is equal to the labour re-
quired to produce it, including direct labour in the act of production and
the indirect labour required to replace the constant capital (raw materials
and depreciating equipment) used up in production. The labour is per-
formed, in a typical capitalist operation, by proletarians who sell their
labour power (the ability to work) to employers at its value. The value of
labour power itself is a cost of production, based on the amount of labour
used in producing the consumer goods and services that go to reproduce

*Matthew Edel is Associate Professor of Urban Studi
Flushing, New York. udies, Queens College,
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the labour force. This determining cost is not based on physiological sub-
sistence, but rather is determined by social (‘‘historical and moral”’) ele-
ments, including notably the ability of the workers to enforce a decent
standard of living through class struggle. As long as the productivity of
labour in society is great enough that only a portion of the potential
labour time of society can provide the consumption required to reproduce
labour power, a gap between the value of labour power and the value
produced by labour can exist. Capitalist direction of the labour process,
using the labour power hired on the market, ensures that the gap will ex-
ist in the form of surplus value. The total amount produced by labour and

the elements of consumption entering into the value of labour power are

themselves the result of historical struggle between capital and labour,
so, therefore, is the amount of surplus value produced. (25, I; 28)

A complication for the theory arises because competition among capi-
talists and mobility of investment funds between sectors of the economy
requires equalization of profit rates among these sectors. If all goods sell
at their values, and if the organic composition of capital, the ratio of con-
stant capital expenditures to variable capital (wage expenditures) is dif-
ferent in different industries, rates of profit (surplus value as a proportion
of total capital) will be unequal unless rates of surplus value (as a propor-
tion of value produced) also vary. This assumption would require differ-
ential wage rates to hold in many cases, which is prevented by competi-
tion. Marx resolves this difficulty by arguing that the price of commodi-
ties is determined by what he calls prices of production: costs including
payment for wages, constant capital replacement and an average profit on
capital. The relation of prices of production to the labour theory of value
used in Marx’s introductory chapters is a hotly-debated issue. Individual
goods prices clearly do #o# generally equal their value. But Marx did hold
that at the level of the economy as a whole, the wage rate is still deter-
mined by the value of labour power, total produced value by how much
labour the capitalists can force from their employees, and total surplus
value by the gap between total value produced and value of labour power.
(25: II)

Rent, in Marx’s theory, becomes a deduction taken from surplus value,
that would be received by the capitalists. In a capitalist system, the land-

lord does not receive earnings directly from the purchase of labour power
and the sale of its product. He does not thus directly benefit from the

S

creation of new value by labour. But by owning the land necessary for

production, the landlord can obtain funds for its use.
Marx defines three kinds of rent, each of which is a revenue taken from
~surplus value, but each of which differs from the others in its origins and
effects. These are:

1. Differential Rent. This is revenue paid because capitalists compete
tor use of ‘‘better’’ land or for the right to make more intensive use of
land. In this case, the revenues paid to landowners come directly out of
surplus value without affecting prices. Values or prices of production of
goods are determined by the labour required for production on the worst
quality of land in use. If production on better land or land improved by
capital uses less direct or indirect labour, the saving forms a surplus pro-
fit. This differential is taken by the landowner as rent. Such rent cannot
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affect the price of the product. Marx distinguishes between two types of
differential rent. Differential Rent I stems from the different amounts
produced using equal amounts of capital on equal amounts of land with
varying fertility or location. Differential Rent II is that which comes about
from differences in the additional output obtainable through application of
successive investments on the same plot of land, or side by side in differ-
ent plots of land. (25: III, 640-747)

2. Monopoly Rent. This revenue is received by landowners who let out
land for the production of goods sold under monopoly conditions. If pro-
duction of a product is not subject to competition among capitalists, price
can be driven above its price of production or its value, allowing excess
profits. Some of these profits are claimed by the landowners, who control
the land needed to produce the product. Their control over land of special
qualities may itself be the basis for limiting production in some cases; in
other cases they may benefit from increases in prices induced by capital-
ist monopolists. (25: III, 615, 758, 805, 832-3; 27: II, 30)

3. Absolute Rent. This revenue is received when land owners, either by
insisting on a minimal rent for marginal land on which no surplus profit
could be produced, or through other batriers to use of land by capitalists,
restrict the flow of capital into a sector of production, which Marx sug-
gests by example must be a major one (food production and mining are
mentioned), thus preventing competition from reducing the price of the
products of that sector to their price of production. The price is, however,

stated to remain below the value of the product, so that absolute rent is |

only possible for sectors in which the price of production is below value
(i.e., in which organic composition of capital is low so that the proportion-
ate share of total surplus value normally received by the industry is be-
low average). (25: IlI, 748-772) '

All three of the forms of rént discussed by Marx are presented as his-
torically contingent forms of revenue, derived from the outcome of parti-
cular class struggles. They are distinguished from feudal rents, which are
received by landowners in the form of direct payment in goods or labour
time, rather than in the form of surplus value. (25: III, 782-813) The
theory is distinct from that of neoclassical economics which sees rent as
the reward received by land itself (not the landlord) for a contribution that
is conceptually commensurable with that of labour and capital. (25: III,
814-831) Even in the case of differential rent, which appears at first to be
a simple reward to land productivity, this difference holds. When Marx
adapts Ricardo’s theory of rent into his own theory of differential rent, he
alters the description to show more clearly that rent is a social and not a
natural phenomenon. Rent does not come about simply because of fertil-
ity differences. Even though soil quality differences would imply differ-
ential labour productivity under any economic system, this productivity
differential would not be paid to a landlord if workers could use land at
will, if society as a whole owned the land and allocated labout’s uses by
planning, or if the capitalists themselves held land jointly and could em-
ploy labour on it at will.

Similarly, the amount of differential rent taken from surplus value itself
depends on historical factors, not on the simple growth of population or
natural productivity. (25: III, 674; 27: II, 31) Marx shows that differential
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rent will occur with several grades of land in use, regardless of whether |

cultivation is spreading from better to worse grades of land, as Ricardo
had assumed, (31) or from worse to better grades. Technological
improvements will not necessarily increase differential rent. If new in-
ventions are particularly favourable to lower-quality land, they may de-
crease differentials and rent, even though total productivity increases.
Thus, it is not historically necessary that landlords will come to take a lar-
ger and larger share of surplus value, or of society’s total value produc;d.
Rather, most technological change will increase profits (by reducing
labour necessary for reproducing labour power and increasing total pro-
duction), unless labour can insist on a larger share. Only in special cir--
cumstances will the landlord’s relative share increase (although increases
in the absolute amount going to landlords may more commonly occur). In
the long run, as capitalism develops technology and makes land quality
less important, and as capitalists (who decrease in numbers and increase
in size) buy up land, landlords may even disappear as a class and rent
cease to exist as a distinct part of surplus value.

Differential rent was thus the result of historical circumstances, involv-
ing technology, the amount of capital accumulation that might affect de-
mand for the produce of land, and the presence of private landowners to
capture the benefits of differential productivity. The same circumstances
affected the other forms of rent—monopoly rent and absolute rent—as
well. But in these latter forms of rent, additional factors also came into
play. Landlords or monopolizing capitalists had to have the ability to
prevent the flow of investment into a sector of production, thus ensuting
higher prices and a greater retention of surplus value in that sector than
would have prevailed under competition. This, in turn, could affect the
total amount of production of surplus value in the economy.

How this effect is brought about is explained by Marx in his discussions
of absolute rent. (27: II, 29-41; 25: 111, 748-781) He considers the case of a
sector of production such as agriculture in which there is (he believes) a

~ higher than average generation of surplus value per unit of capital, the
result of a lower than average organic composition of capital. Normally,
Marx argues, the price of the commodities produced by such a sector will
be driven down by competition among capitals, until it equals the costs of
wages (variable capital) and equipment (constant capital) plus an average
profit equal to that of the economy as a whole. This is the price base Marx
calls the “‘price of production.’”” But in the case of agriculture, when a
landed interest is strong, prices will not be bid down to this level.
Because capitalists desire to invest in this sector due to its potentially
greater returns, owners of natural resources of even the lowest quality
can demand payment for their use. By keeping more capital from entering
the branch of production that needs their land, the propertied class can
extract a ‘‘tribute’’ equal to the difference between the price to which the
commodity’s price is driven, and the lower price of production that would
have prevailed in the absence of rent. Marx works out the case he calls
‘‘absolute rent”’ in which the price has an upper limit equal to the com-
modity’s value, so that what happens is that surplus value produced in
that sector is diverted from raising the overall rate of profit, which it
would normally do. But he argues that cases can exist, which he classifies
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as cases of monopoly rent, in which the price rises above the value of the
commodity.

In either of these cases, unlike the case of differential rent, landowners
are not merely the recipients of the benefits of differentials in fertility or
investment that would affect price similarly if the land were owned by the
capitalists themselves. In this case, rent affects prices:

Differential rent has the peculiarity that landed property here merely
intercepts the surplus profit which would otherwise flow into the
pocket of the farmer. . . . On the other hand, if the worst soil cannot
be cultivated—although its cultivation would yield the price of pro-
duction—until it produces something in excess of the price of pro-
duction, rent, then landed property is the creative cause of #4is rise
in price. Landed property itself has created rent. (25: 1lI, 755)

The ability of landed property to affect prices, and do so on a large
scale, raises crucial issues for the class struggle between labour and capi-
tal. In the case of differential rent, capitalists may resent the loss of part
of surplus value to landlords; in the case Marx calls absolute rent they
may feel a double burden. If the rent is collected for producing a product
that is a necessary industrial input (like fuel) or a necessary part of the
workers’ consumption (like grain), the rent may raise costs of constant or
variable capital to the capitalists. Labour, too, may feel it has a stake in
reducing absolute rent, which is driving up the price of wage goods, al-
though victory in such an attack, as Marx (26) and Engels (12) pointed
out, would not necessarily benefit labour at all. If the product involved
were already part of the accepted standard of living governing the value
of labour power, labour can pass on to the capitalists the high cost of
agricultural produce as part of wages. A decrease in food prices, con-
versely, may just make wages fall.

In such a case, capitalists might well advocate the sort of reform later
suggested by Henry George (14) nationalizing land or taxing rents, and
using the proceeds for the benefit of their own class. Such a reform could
abolish absolute rent, but only transform differential rent from a payment
to a landed class to one to an organ of the bourgeoisie. The reform might
well be urged on labour as well in the case of absolute rent as a means for
reducing food prices—but gains from this reform would at best be lim-
ited, because capital would later seek to capture the rest of the benefit
through wage reductions, and the reform would not alter the primary way
in which land ownership bound labour, namely by preventing the free ac-
cess of labour to one of the means of production:

If the land were so easily available, at everyone’s free disposal, then
a principal element jfor the formation of capital would be missing. A
most important condition of production . . . could not be appropria-
ted. It could not thus confront the worker as someone else’s property
and make him into a wage-labourer. The productivity of labour in Ri-
cardo’s sense, i.e., in the capitalist sense, the ‘‘producing’’ of some-
one else’s unpaid labour would thus become impossible. And this
would put an end to capitalist production altogether. (27: II, 43-44; cf
27, 11, 103-104; 25: III, 661)
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The difference between differential rent and absolute rent, in Marx’s
definitions of the terms, thus corresponds to a difference between cases
in which a land reform along capitalist lines could increase surplus value
(perhaps allowing some increase in the share of value left for the prole-
tariat as the value of labour-power, if labour could successfully prevent a
fall in wages) and cases in which no increase in surplus value is possible
from such a reform. The definitional distinction, thus corresponds to a
differing set of political possibilities.

But can the same be said of the distinction between absolute rent and
monopoly rent? In this case, the basis for distinction is initially less ap-

parent. In both cases, a monopoly in land by a landed class raises prices. -

(25: III, 615, 805) In both cases, production of the commodity involved,
and of total value and surplus value, may be affected. In Marx’s formal
definition, the distinction seems to be that in the one case price remains
below value, and in the other it may rise above value. Why the definition
of absolute rent is limited to sectors with a low organic composition of
capital, and why absolute rent cannot drive prices above value, is one of
the more obscure and debatable points in Marx. (10: 217; 18; 29) Marx
seems to consider the distinction important. The definitional distinction,
as is usual in Marx, does not seem to be based on an important political
distinction, that between a case in which the effect on prices and pro-
duction is major enough to have importance for capital and labour as
classes, and that in which the effect occurs but on a scale too small to be
important. The argument for the distinction is, however, presented weak-
ly, as a debatable argument that absolute rent ‘‘cannot’’ drive price
above value.

Four different arguments are offered at different points for this propo-
sition, although none is carried through to any logical conclusion. Marx
argues first that a higher organic composition of capital is unlikely in a
sector which capital does not control strongly enough to prevent another
class from exacting tribute, and that if there is a high organic composition
of capital in a sector, productivity is likely to be high enough to meet
market needs using little enough land to break the landlord monopoly.
Thus “‘it would seem to be a contradiction’’ to assume that composition of
capital were high and that simultaneously rent on marginal land drove
price above price of production. (25: III, 765) This is a likely enough em-
pirical view, and if true would rule out the case where price exceeded
price of production which in turn exceeded value. But it is not theoretical-\
ly conclusive for that case, much less that in which price of production is |
below value. :

The second argument, is that if the organic composition of capital is low
and capitalist penetration weak enough in agriculture for large precapi-
talist-style landlords to demand a rent for marginal lands, the price of
foods is likely to be limited to value by the existence of a second precapi-
talist group, peasant producers. This is again empirically plausible but
hardly a theoretic proof of anything. (25: III, 805)

A third possible position ventured by Marx is more of a logical
argument, but one that is trne under too-restrictive assumptions. If agri-
culture is considered to be the entire economy, the limit to rent is surplus
value’s total mass. If rent takes up the entire surplus value, profits will be

4
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zero, the price of production will equal expenditures on variable and
constant capital alone, and rents will equal the difference between value
and price of production. This would be a situation corresponding to the
physiocratic model, which Marx holds to be logically sound for a particu-
lar set of historical conditions, but it clearly does not show that price
cannot exceed value in the case where industry and agriculture are separ-
ate sectors with different organic compositions of ‘capital. (25: III, 775,
792) .

In the physiocratic model, if rents pushed prices above values the addi-
tional gain to landlords would be nullified by the rise in the price of foods
and all other goods; it would thus be impossible. This suggests an argu-
ment that if agriculture were the only sector with a below-average organic
composition of capital, then in all other sectors price of production would
be greater than value. If so, raising the price of all agricultural products
above value would leave all prices above values, which is impossible as in
the one-sector case. This proof does not hold, however, if there are a
variety of sectors with low organic compositions of capital or if there is
sufficient variation among organic compositions in the ‘‘above average’
sectors that the lowered profit rate brought about if rents were raised
generally drives prices of production of some of the commodities pro-
duced by these latter sectors below their values.

There is thus no infallible proof that the blockage of investment into a
sector cannot raise absolute rents above the difference between value and
original price, and the distinction between absolute and monopoly rents
would thus seem to be an arbitrary definition. There is, however, a fourth
argument presented by Marx, which if it leaves the distinction definition-
al, nonetheless makes it relevant rather than arbitrary. This argument
rests not on empirical conjecture or weak logic, but on a basic question
about class, that of when afprosperous landlord class can exist within a
dominant capitalist system.

There is a difference between the theoretical possibility that agricultur-
al prices can be pushed above values and the possibility that this can be
done while leaving enough surplus value for capitalists to reinvest. If this
surplus value were not sufficient, capital would not be invested in land at
all and landlords would not achieve high returns within the capitalist
system. (What they could do under feudalism is irrelevant.) If there is not
enough capital to invest, capitalists will not compete for land and rents
will not be paid. Even if profits were small but not reduced to nothing,
rent would still be limited. But if rents drive prices above value for a large
set of goods, profits will be reduced to the level given by the rate of sur-
plus value in the high-organic composition industries alone. A low rate of
profit will prevail. Thus, to the extent that agricultural rent proper drives
prices above values (or, as Marx puts it in his definition, “‘to the extent
that the agricultural rent proper is purely a monopoly rent’’) the amount
of rent can only be small. (25: 1II, 771) Thus the importance of there being
a low organic composition of capital in a sector is that it allows a signifi-
cant amount of rent (other than differential rent) to be collected. The
scale of the effect, might be the better way to define the absolute rent-
monopoly distinction, with the requirement of low organic composition
possibly (but only possibly) a necessary condition.
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The difference between rents that can benefit or harm a small group
alone and the rents that can sustain a landed class or cut significantly into
profits is thus what Marx is suggesting in his absolute rent vs. monopoly
rent distinction. And thus his overall distinction between the three types
of rent under capitalism is shown to be based on differences in the class
conflicts involved. The distinctions, in short, are relevant because they
pose questions for analysis:

Does the control of land by private owners (e.g., a landlord, peasant or
capitalist class) affect production and distribution within the capitalist
system or are the prices of production of goods, inclusive of rents, unaf-

fected by the specific ownership patterns? Are the changes in production

and prices of production caused by barriers to capital flow significant
enough in scope to affect entire sectors of production, and thus both af-
fect the value of labour power in general or constant capital in general?
Do the recipients of rent form an important enough group to be analyzed
as a separate class? The extent to which private control of land diverts
surplus value from capitalist investors, and the degree of concentration of
land ownership required to maintain the proletariat as dependent on wage
labour are questions which arise under all of the categories of rent. Ulti-
mately @// of these questions can be answered only through an examina-
tion of concrete situations; they boil down to a question of what struggles
over land control between classes or between fractions of classes affect
the capitalist system.

B. Urban Applications By Marx And Engels

Marx’s theory of rent was developed principally to explain agricultural
rent. He did, however, discuss its application to building sites, which he
stated could be the object of rent. Both ‘‘the exploitation of the earth for
the purpose of reproduction or extraction’’ and ‘‘the space required as an
element of all production and all human activity’’ could be the basis of
tribute demanded by property in land. ‘‘The demand for building sites
raises the value of land as space and foundation, while thereby the de-
mand for elements of the terrestrial body that is serving as building ma-
terial grows simultaneously.”” Thus both the rent of urban land and that
of sites providing building materials would grow with capital investment
in cities. (25: III, 774) The ground-rent created, which Marx held could
also be ‘‘the actual object of building speculation in rapidly growing
cities,”” was, however, to be distinguished from the rent of buildings
themselves, which included also interest and amortization on the capital
invested in the buildings. (25: 111, 775) Engels also made this distinction
in criticizing utopian proposals to make housing rent-free within a

r—f:zp”'i”ffﬂf;t system. (IR <sseosmmne,

Marx himself does not indicate, in'any.detail, to what extent urban land
rent is differential, monopoly or absolute rent. But his basic distinction,
between the different rents was certainly not limited to the agricultural
case, and he cites specific cases of monopoly rent from housing (27: II,
30) and argues the presence of absolute rent for land in general will raise
urban land rents because urban and agricultural land users must compete
for space. (25: III, 773)
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The first important urban use of his theorv does not make much use of
the distinction between the different types of rent. This is Engel’s argu-
ment concerning struggles over the price of housing, in The Housing
Question. (12) Engels’ argument formally parallels that put forth by Marx
himself in an 1848 speech on Free Trade. (26) Here Marx had attacked
the opinion that free trade, by cheapening foodstuffs, necessarily benefit-
ted workers. The English free traders, Marx commented, claimed to be
seeking the alleviation of conditions for the working class.

But strange to say, the people for whom cheap food is to be procured
at all costs are very ungtateful. Cheap food is as ill esteemed in Eng-
land as cheap government is in France. . . . (26: 234)

This opposition was well-founded Marx argued, because cheap food
would allow employers to reduce wages. As long as the market drove
wages to a subsistence level, cheaper food would only help employers.
Agricultural progress, when it meant the introduction of cheaper crops
like the potato which make a more meager standard of living consonant
with survival could actually reduce living standards. Free trade would at
best, not raise the real wage.

This was a rejection of the strategic call based on Ricardo’s rent theory
(31), for labour and capital to make common cause against landlords. Al-
though Marx admitted labour might gain some transitory benefits from
the growth of capital, which free trade could promote, he argued that ac-
cumulation would really only develop the forces that oppress labour.

Engels makes a similar argument about the proposal by the
Proudhonist Emil Sax that workers should own their own homes. Engels
comments that this will not jhelp the workers:

Let us assume that in a gi3en industrial area it has become the rule
that each worker owns his own little house. In this case the working
class of that area lives rent free; expenses for rent no longer enter
into the value of its labour power. Every reduction in the cost of pro-
duction of labour power, that is to say, every permanent price reduc-
tion in the worker’s necessities of life is equivalent ‘‘on the basis of
the iron laws of political economy”’ to a reduction in the value of
labour power and will therefore finally result in a corresponding fall
of wages. Wages would fall on an average corresponding to the
average sum saved on rent, that is, the worker would pay rent for his
own house, but not, as formerly, in money to the house owner, but in
unpaid labour to the factory owner for whom he works. (12: 51-2)

Thus, Engels concludes, the savings of the worker might ‘‘become capital
to some extent’’ (i.e., for the employer), but the worker would not ‘‘be-
come a capitalist,”” as Sax had stated.

Engels generalizes the point to argue that any saving by consumers
will be to capitalist advantage. The worker with a small garden plot who
produces some food can be paid below the cost of subsistence. The effect
of cheating by shopkeepers, if generalized, will be felt by average wage
rates; the introduction of consumer cooperatives will benefit employers.
(12: 52-54; 14; 15)

In the instances envisioned by Marx and Engels, any long-run interfer-
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ence with production or influence on prices by landlords (via rr.lon.opoly or
absolute rent) would be a matter between them and the _capl_tahsts, the
workers being essentially a disinterested third party. Similarly, although

the taking of rent by landlords (even if output was unaffected) reduces -

capitalist profits; a transfer of ownership between landlords and workers
would not increase workers’ real incomes, if sufficiently generalized, be-
cause wages would fall. Thus worker ownership, like other constraints on
landed property, could be seen as a gain by capitalists at the expense of
landlords. Indeed, workers might actually lose out, in Engels’ view. By
being tied to homes or property in specific locations, they would lose the
advantages that mobility might bring them in the job market, and become
liable to the grossest of exploitation. At the same time, by ownir}g some
title of property, they might be induced to take a more conservative poli-
tical role, as the bourgeois proponents of housing reform hoped. Thus,

Engels’ critiques of Proudhon’s proposed ownership plans are no less .

scornful than his references to explicitly bourgeois reforms regarding the
cost of living. (12) :

Engels presents as applicable in all capitalist situations the argument
that reforms affecting the cost of living cannot help the working class.
“‘Either they become general and then they are followed by a ‘correspond-
ing reduction of wages, or they remain quite isolated experiments, gnd
then their very existence as isolated exceptions proves thaF th.eir realisa-
tion on a general scale is incompatible with the existing capitalist mode of
production.” (12: 52) But he justifies the argument that reform in proper-
ty ownership itself is useless by reference to particularly European condi-
tions. He relates the particular social conditions of the German country-
side to the proposed Proudhonist reforms. Granting of small properties
there would only ‘“‘be the transformation of all the small rural house
owners into industrial domestic workers,”” who would remain isolated
from each other while being exploited by capitalist employers, despite
their title to small “‘farms.” (12: 17)

The strong position that Engels takes on the issue of homeownership
and the reduction of rents is often applied mechanically in Marxian treat-
ments of housing reform. However, it is best to remember that Engels
was writing in a particular continental-European debate. There is
evidence that Marx believed that 7z some circumstances the working class
could benefit from lowered rents or land availability. The improvements
would only be possible as a result of struggle over the *‘historical and
moral’’ elements in the value of labour power, and they would be tenuous
in the long run, since the contradictions generated by the accumulation
process would lead to new downward pressures on living standards.
Nonetheless, in his treatment of Wakefield’s theory of colonization and in
remarks on the American frontier, he does argue that American labour
did benefit from access to land. (25:, I, ch. 33)

In Capital he argues also that the availability of cheap food might‘

sometimes benefit workers. In an apparent reconsideration of the effects
of free trade he writes:
It is not true that consumption of necessities does not increase as

they become cheaper. The abolition of the Corn Laws in England
proved the reverse to be the case. (25: III, 657)
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The re-consideration is only épparent, however, because earlier Marx has
shown that maintaining some portion of the gains was possible to the
working class because it did not simply join the capitalists’ crusade for
free trade, but rather maintained enough independence to ally with
landed interests over issues of the working day, and, more important to
struggle out of parliament as well as within it over wages and hours. (25:

D)

In the United States, the issue of whether reducing the price of housing
through reduction of absolute rent would benefit labour was debated in
the late nineteenth century. Henry George’s (14) theory of rent led to the
conclusion that the benefits from ending land hoarding or speculation
would be an increase in both profits and wages. Many of George’s posi-
tions were adopted by socialist parties in their programines of municipal
or ‘‘sewer’’ socialism. Some collaboration between Marxists and George’s
followers took place, particulatly in George’s campaign for mayor of New
York in 1885. On the other hand, George’s ideas were also utilized as a
guide to policy by bourgeois reformers, particularly in the Progressive
movement after 1900. (8), (24)

I have elsewhere argued that the adoption of policies to overcome bar-
riers to suburban expansion, in that period of United States history,
represented adoption of a compromise in class struggle in the United
States. (7) Under pressure from labour, particulatly after the militancy of
the mid-1880’s, American capital sacrificed some of its interests in land
thus allowing the acquisition of cheaper housing by the working class.
Some real increases in living standards resulted. However, the process by
which suburbanization took place was managed by bourgeois reformers
and resulted in a weakening of socialist political organization and a
separation of strata in the labouring class. (24) In the case of England,
Weinberg has argued, a similar process came about with the working
class already stratified to a degree; the ‘‘labour aristocracy’’ pressed for

better housing and its demands eventually led to reform from which it
benefitted. (37)

C. Recent Urban Applications: Differential and Absolute Rent

Within the past ten years, questions concerning housing and urban
land have again come to the fore. Ghetto riots first focused attention on
housing scarcities in the United States. Later, the pressure of new de-
mand (the baby boom coming of age in the United States, the general
recovery of European economies, and the expansion of central business
district land use) led to additional conflicts over land use. Housing prices
and rents began to rise, and new forms of neighborhood and squatter
political organization emerged. A variety of explanations and proposals
for action have been made by different muckrakers, advocate planners,

‘and political organizers. Many of these arguments made implicit assump-

tions about the incidence of higher housing costs. They have raised issues
concerning the possible effects of land monopolies (5), (13), (30) and
financial monopolies (33), (34), (35), (36) on the price and availability of
housing. These analyses have pointed to some important elements in the
housing problem. However, they tend to assume that the particular
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factors they emphasize are the only causes of the problem. Few have tied
their analyses to any comprehensive treatment of rent and value theory.
The result has often been confusion. For example, land speculation and
a shortage of housing have been blamed, by different analyses, both on
the lowering of interest rates (5) and on the high level of these same
interest rates. (33) More generally, the analyses have not asked precisely
what conditions allow high rents to be charged by the monopolies they
cite. That is, they do not consider why landed or financial groups are able
to receive large gains by taking them out of housing or other uses, or
where the money to pay ‘‘inflated’’ mortgages or rents for housing comes
from. They do not respond directly to the questions raised by Marx and
George concerning the division of cost burdens among workers and their
employers, or among different subgroups within the two classes. And
they do not, therefore, really answer the question of which classes are in
conflict over urban land and the creation and distribution of surplus

value. 1

Posing the questions in this way is equivalent to asking whether high
building rents represent primarily high absolute rent, high differential
rent, or costs which are not ground rent at all. Increased demand for land
by a capitalist class which has concentrated surplus value in its hands can
create a situation in which workers are expelled from housing to allow the
realization of differential rents. Limits posed by land ownership to the in-
vestment of capital in expanding residential areas can, on the other hand,
create absolute rent. Possible strategies for the working class will vary
depending on which of these two rents is dominant or whether some other ;
barrier than land ownership is impeding a flow of capital into residential
construction.

Understanding which situation is occuring at any time is a matter for )
concrete analysis. But theory can be used to analyze what concrete results
are possible, and how they can be recognized. The analysis of the
possibilities is attempted in this section, with the aim of clarifying analy-
tical issues. Possibilities of the existence of differential rent, absolute rent
and financial monopoly are considered separately although no final
conclusion on the magnitude of the different rents is presented here.

1. Differential Rent

Before discussing differential rent as a separate category, we may
consider whether any urban land rents (as opposed to amortization and
profits on urban constructions which appear as house or building rents)
have any great importance or, for that matter, even exist. Lojkine is led,
apparently by debates in France, to pose this question directly. (23) Marx
stated that, with the integration of landed and capitalist classes and with
the evening out of land quality differences through investments, absolute
and differential rent respectively might, eventually, disappear. Realiza-
tion of this possibility is suggested in Lenin’s description of the inte-
gration of different economic interests in urban development.

Speculation in land situated in the subutbs of rapidly growing big
towns is a particularly profitable operation for finance capital. The
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monopoly of the banks merges here with the monopoly of ground
rent and with monopoly of the means of communications, since the
rise in the price of land and the possibility of selling it profitably in a-
lotments, etc, is mainly dependent on good means of communication
with the centre of town; and these means of communication in the
hands of large companies which are connected, by means of the
holding system and by the distribution of positions on the
directorates, with the interested banks . . . (22: 65)

Despite this integration of capitals with land ownership, to the extent
that it occurs, and despite the growth of transportation facilities than can
reduce differential rent within cities, urban land rent, at least the dif-
ferential variety, continues to exist. Not all land is in the hands of a
unified capitalist trust, nor has transport become so cheap as to make all
land equivalently good as a place to undertake production of commercial
activity or to house workers.

The persistence of differential rents is suggested if one compares the
value of land in cities of different sizes, and with different amounts of
business activity. Such a comparison for the United States (38) indicates
that land values are higher in larger than in smaller cities, and greater for
cities with corporate headquarters functions than for those with purely
industrial roles assigned to them by capitalism. A similar comparison can
be made within other countries. The observation of these differentials
does not, in itself, say anything about the origin of the rents which are
(presumably) capitalized into the value differences. (32) But it is, at least,
consistent with the view presented by Hymer (20) that the concentration
of capital is concentrating demand for land in a reduced group of key
cities, a demand that allows differential rent to be realized by land owners
if they can transfer their property to uses wanted by the capitalists.

The realization of this différential rent requires direct conflict between
potential users or redevelopers of land, and residents occupying it prior to
the creation of new demands through the concentration of capital. (6) (32)
Whether the conflict is resolved through the mechanism of the market or
through political channels or through a more direct confrontation, the
realization of the higher land values is in effect both a capturing of land
by one group of users from another and a capturing of a portion of the
surplus value extracted by capital by a group of landlords. (11) For capital
to cede improved housing to workers, it would have to give up surplus
value to workers to pay higher rents and thus itself give up its demands to
some urban space.

Urban differential rent is thus the result both of conflict and of the
structure of the capitalist system. Without the concentration of capital
and the taking of land there would be no differential between the land
rents in ‘‘corporate’’ cities and those of smaller or noncorporate centres.
But this does not mean the rents involved may not be differential rents.
For Marx, all rents, as indeed the value and surplus value of which rents
form, a part, are phenomena that only exist within the mode of production
and because of it, their mcgnitudes being determined by the particular
conditions of a system at a given historical moment.

As Irene Bruegel has argued, (2) David Harvey’s analysis (18) is some-
what confusing on this point. Harvey is concerned with criticizing the land
use models that dominate urban economics. He levels against them the
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justifiable charge that they ignore existing monopoly elements (a point to

be discussed further below) and: simply take as given other power rela-

tionships, consumption patterns, income distributions and other outcomes’
of class conflict. He is on proper Marxian ground when he argues that -

orthodox analyses are wrong since ‘‘the high rental value of land in
central cities should not necessarily be interpreted as a reflection of dif-
ferences in marginal productivity of land’’ (18: 187) and when he pro-
poses that rent is due to a class monopoly over land which enable land-
lords to appropriate surplus value. But he erroneously concludes from
this that most urban land rent must be absolute or monopoly rent.

Marx’s presentation of the forms of differential rent in agriculture

makes quite clear that private ownership can intercept the surplus value

produced on certain land because labour is more productive there; the
categories of ‘‘class monopoly”’ and differential rent are not limited to
mutually exclusive phenomena. And, because Marx’s definition of
““productive labour”” and the neoclassical definition of ‘‘productivity”’
refer to entirely different things, the fact that office activities are ‘‘un-
productive’” for the creation of surplus value does not prove that their
land has no ‘‘marginal productivity’’ or that they do not pay differential
rent if they can concentrate more surplus value by locating in one place
rather than in another.

Orthodox analysis is wrong, from a Marxian view, in saying that
central city land—or azy land for that matter—has a high ‘‘marginal
productivity’’ (rather than in saying that surplus profit that could be made
there is appropriated by landowners). It is wrong in ignoring that either
“‘free market’’ or other allocations of land are the result of conflict. It is
not however necessarily wrong in its description of market demand or in
its identification of a central-suburban differential as crucial for office
activities or the residences of office workers. Thus the forces that ortho-
dox theory describes may at times be important for working class
strategy.

The denial that much of urban rent is differential rent is not merely a
technical point. It may raise false hopes that particular and isolated
fractions of capital (or perhaps precapitalist landlords) are to blame for
high rents, and can be isolated and attacked. Confrontation with those
seeking to extract differential rent, however, means confrontation with
the most concentrated forces of capital itself.

2. Absolute Rent

Differential rent may not, however, be the only form of land rent in a
metropolitan area. Specific monopolies or general land ownership barriers
to capital investment may also limit the use of land for residential or other
urbap uses, creating monopoly rent or absolute rent. The variety of
specific monopolies that may occur is great; some are discussed in a sub-
sequent section. The existence of general barriers to urban investment
that could create absolute rent will be considered here.

The possibility of urban absolute tent, stemming from barriers to the.
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use of land for urban uses in general, has been proclaimed by Lojkine (23)
and Harvey (18), (19) but there have been some doubts raised as well. In
the first place, the existence of a large stock of fixed capital in buildings
seems on the surface, to argue against the existence of a low organic
composition of capital, which as discussed in Part A may be a condition
for absolute rent. However, it should be remembered that for Marx, fixed
and constant capital are not interchangeable concepts. If housing or other
buildings are viewed at the moment of their construction, there is a pos-
sibility of the extraction of surplus profit as absolute rent because the
organic composition of capital in construction is low. (Lojkine (23) uses
this argument.) Alternatively, if buildings are considered as fixed capital,
then the measure of constant capital that should be compared with annual
rent and labour costs is not the construction cost of the house but rather
its annual depreciation which may be low compared to annual labour
costs. Under either argument, one condition for absolute rent may be
met.

The condition that the flow of capital be limited may also be met, in the
case of urban construction, by a number of barriers erected by land
ownership institutions. In each case, the presence of the barrier is indi-
cative of a conflict of some class or subclass of land owners with capital or
some fraction of capital. These barriers may include:

I. The ownership of large estates that constrain city growth through re-
fusal to lease or sell land for urbanization or which limit that growth to a
lesser extent by insjstence on rent for marginal urban uses or by in-

sistence on leases for periods shorter than the life of buildings. (This pat-,

tern appears to have been important in England and particularly Scotland
in the nineteenth century.) Fhe primary conflict here is between capital
and a pre-capitalist landlord ¢lass. (37)

II. Control over land which may be urbanizable by transit or utility
monopolies, owing their power to public charters, and not releasing mat-
ginal land unless the rent is great enough to cover some expected and
unusually high level of profit, on the purchase and resale with utilities of
the land. (This pattern appears to have been important in the nineteenth
century United States.) The conflict here is between rising or dominant
industrial capital and an earlier form of capital. (7)

III. The fragmentation of urbanizable lands on the outskirts of cities or
lands within the city on which additional capital could be invested in re-
development. Such a fragmentation will only impede development if large
assemblies of land are required to induce capital to invest. This will be
the case when large investments in transport facilities or very large
buildings are required or when credit is only available for large scale in-
vestors. Hence this becomes a situation which can create absolute rent
only when an integrated capital, of the sort described by Lenin, confronts
a petty-proprietor pattern of ownership.

IV. The deliberate delaying of development by such an integrated
capitalist group with both land-using capitalist investments and ownet-
ship of land. In this case the integrated capitalists will pay more out in
rent and gain something back in added rents. Inasmuch as reducing the
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possible investment in one sector of an economy below the rate indicated
by the equalization of before-absolute-rent profit rates will reduce the
total of value and surplus value produced, this procedure is only advanta-

geous for such an integrated capital if (1) it will bring them more in rents

payable by nonintegrated and non-land owning industrial sectors or if (2)
labour will be less united in a resistence to a reduction of living standards
through rising rents than to a reduction through reduced wages. The de-
gree of capital integration required in such a strategy is probably not yet
attained in most cities.

V. Speculative holding of land by large or small investors, delaying con-
struction at each time in the hope of making a better deal later. This can
clearly create large barriers in the short run, but in the long run, while it
can create some barrier (leaving the city perpetually smaller than capital
“‘wants’’ it to be at that time) it cannot be the permanent basis of very
high levels of absolute rent.

VI. Limitation of the area of density of construction by the state. This may
take the form of health provisions, zoning, greenbelts, aesthetic con-
servation, and so on, applied by the state as mediator among classes or in
the interest of preserving the reproduction of the population and the
economic system in some wider sense at some cost to present profits or
surplus, or it may take the form of legally similar provisions applied in the
interests of preserving the rents of existing properties, against the
interests of reproduction and accumulation.

In all of the above cases, land control can act as a barrier to capital
investment in the urban area or urban system as @ whole. This control in-
volves conflict of interest among major classes or subclasses. It involves a
limitation on housing (a basic subsistence good) and on industrial and
commercial space used directly by capital, and hence can have an effect
on the general rate of profit and pace of accumulation. The potential exis-
tence of rent stemming from barriers to capital flow into a major sector
(urban construction or residential development), the fact that the barriers
represent a possibly important class conflict, and (perhaps) the presence
of a low organic composition of capital in the sector could justify calling
these potential cases of absolute rent. That is to say, in these cases, there
could be some opportunity for (at least temporary) gains to labour, and to
working class residents, from alliance with capital to reduce absolute rent
and break the bartiets to cheaper housing, as was the case in the working
out of the ‘‘suburban compromise’’ in the United States after 1885. (7)

However, theoretical possibility is one thing; actual importance
another. To what extent absolute rent caused by these barriers is pre-
sently a factor limiting investment in urban construction is difficult to
measure. Transit franchises and a landed aristocracy no longer pose the
barrier they once did. Given the extent to which orthodox analysts and
government commissions have, in recent years, concentrated on the
small-proprietorship barrier to land assembly and the implications of
zoning, it would seem that these factors create at least some absolute rent
or are believed to by capital’s spokesmen. (6) Speculative holding of land
in the present inflationary petiod may also be a complicating factor. (5)
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But whether there is scope for any great gains to be made, for capital or
labour, from an attack on aay of these proprietors is still unproven. To
prove it would require a demoastration not merely that there are large
holders of idle land, but thar these holdinys are barriers to use on a
sufficient scale.

3. Financial Barriers

One additional source of absolute rent suggested by a number of recent
studies and pamphlets has not been included in the list above. This is the
limitation of the flow of capital into urban investments by high interest
rates. A umber of writers have suggested either that financial manipula-
tion is raising rents or that mortgage costs are a direct and removable
source of rents. (16), (19), (33), (34), (35), (36). The arguments presented
at times merely reproduce Proudhon’s error in attributing rents to land
‘‘values’” which are normally just the capitalized form of rents, (25: III,
622) in assuming that, since (for the perpetual asset) the rent is equal to
land ‘‘value’’ times intermediate removal of either the price or the rate
will cause the rent to vanish. They are, from a Marxist viewpoint, suspect
as well in that they involve a primacy of the sphere of circulation over that
of production. There is, however, some chance that they indicate an effect
of direct barriers to capital flows which would appear, in the sphere of
circulation, as high interest rates.

Because of the longevity of most urban structures, the demand for
ownership and thus construction of these may be sensitive to interest rates.
Buying a building, after all, involves buying the right to receive its rents
for many years thereafter—one cannot just buy title to one yeat’s usage
except by renting from ano;,her owner. Someone must be prepared to tie
up a considerable sum in dn investment with a long turnover period. If a
particular rate of profit can be made on investments with a short turnover
period, no one will invest in building with a longer period of use unless
the latter yield enough surplus profit in each year that the idle capital tied
up in the building and not released by depreciation can still receive its
reward as interest. The higher the average rate of profit and interest, the
more surplus profit that buildings must yield before they will be saleable
at a price that covers their price of production. Thus to say a higher inter-
est rate may ‘‘reduce construction,’’ is to say that higher average profits
may result in a shift of investment.

Shortages of buildings created by the reduction in long term investment
can, of course, drive up rents for finished space. (This shortage effect and
the resulting rise in annual rent itself puts some limits to the reduction in
construction.) Real problems may thus be created for workers. But, this
being said, distinctions must be made between the rise in house-rents
due to interest-induced shortages, and the supposed creation of absolute
rent by a banking monopoly. In the firsz place, a distinction must be made
between ‘‘artificially’’ high interest rates and those which stem through
normal market forces from periods of high profit. A cyclical phenomenon by
which housing investment moves counter to industrial investment has often
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rents is a customary part of the squeeze on wages that is (if labour
responds) reflected back into an eventual squeeze on profits late in a
boom. It need not be due to any financial machinations. Second, the rents
that will be raised by the shortage, in this case, ate hoxse rents or build-
ing rents and not /end rents. If construction is inhibited by interest,
existing buildings become more valuable (in annual rental terms) but un-
built areas go begging. This is a different situation from that which
creates absolute rent—a situation in which capital is trying to find places
to build, and because some places are barred to it, those available can
command additional rent.

All this does not deny that the state or financial monopolies may
deliberately limit credit to long-term uses or to urbanization, and that the
effects of such artificial rationing would be similar to those of the land
rationing that locates absolute rent. As in the absolute rent cases the rent
of housing would be increased, creating pressures on either wages or
profits (depending on the state of the primary class struggle). But the
existence of such an artificial barrier to investment in housing is not
proven by the mere existence of high interest rates, nor by the presence
of large financial institutions.

Too much, in short, is attributed too readily to ‘‘finance capital’’. Inte-
gration of business under the direction of financial capitalists need not
mean a conflict of interest between bankers and industry. But even if a
financial monopoly exists, it is not possible to derive o4 the existence of
a perpetual speculative boom in office construction and land acquisition
and the high annual rents for urban buildings that shortage brings about
from this same phenomenon. (5) If interest rates are high, then for a
given annual rent, building sale prices will be low. If higher interest
rates, by increasing owners’ annual costs for a given purchase price, raise
annual rents demanded by owners, these rents can only be met by renters
if real demand is sufficiently sustained (by entry of new renters or com-
pensating wage increases to worker-renters).

Temporary coexistence of the two phenomena is possible if interest
rates are temporarily above their expected normal. In this case, those
with capital may try to buy land and those who would otherwise build may
delay construction. But this temporary effect is a far cry from any long
term shift due to the importance of a ‘‘secondary circuit of capital’” as the
causative factor in determining city form. (21; cited in 18)

If there is any long-term effect on urban form from the rise of financial
capital, this would require that there be enough surplus value produced
that some of it could be intercepted by financial institutions and spent on
city land for their own use.

Although Lefebvre’s language is ambiguous on this point, when he
speaks of a decline in ‘‘the proportion of global surplus formed and
realized in industry,” I believe the correct interpretation is that he is not
predicting a reduction in production of surplus value in industry but only
an increase in the proportion of it distributed in forms other than profit,
since he speaks of an increase in the ‘‘proportion realized in’’ financial
and real estate activities, and not any proportion produced in these. (21),

(18)
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To say “‘the secondary citcuit comes to supplant the principal circuit
may just mean there is concentration of capital and a creation of new
channels for distribution of its revenues. Such a concentration has been
discussed above as a source of differential rent. Its main urban effects,
the rise of office tower and luxury residential demand and the ac-
companying rise in differential rent in financial centets, could not continue
if financial monopolies went so far as to undercut the production of sut-
plus value. "

There are thus three possible general explanations for high overall rent
levels and an attempted reduction of housing standards for the working
class within urban areas. One is that concentration of capital has in-
creased demand for urban space, thus raising differential rent; a second
is that land ownership and control has imposed a barrier to investment in
urban structures, creating absolute rent; and a third is that a financial
fraction of capital is presenting a barrier to investment in housing, and
creating inflated house rents although not directly creating ground rents.
Either of the last two theories, if proven important, would suggest that
some gains could be made by labour through interclass alliances with
fractions of capital, to increase housing investment. However, while
better concrete analyses are needed, and speculative or financial effects
may possibly exist, there is no compelling argument that either land
ownership or financial barriers are the reasons for high rents. Working
class communities, or housing consumers generally, appear to be con-
fronted by concentrated capital itself as the principal opponent in the
battle for urban space.

D. Recent Urban Applications: Monopoly Rent
#

Global effects on the pace ‘of urban construction and the overall amount
of rent are not the only aspects of the urban land market of interest to
radical analysts. Much of the concern of the Left with land use stems from
struggles over rents and land uses in specific neighborhoods. Analysis of
factors determining the outcomes of these struggles at the micro-area
level has, in general, been better developed than analysis at the city-wide
level. The importance of these local situations is shown clearly in David
Harvey and Lata Chatterjee’s concrete analyses of Baltimore. This section
argues that these concrete analyses can best be understood as dealing
with problems of monopoly rent.

Harvey’s investigation of Marx’s rent and value theories was preceded
by a critical analysis of the failure of the more macroscopic and non-
political neoclassical models to explain the formation of the ghetto or rent
phenomena there. (18, ch. 4) His and Chatterjee’s analysis of the specific
institutions of the Baltimore market, (16), (19) and other analyses of
utban submarkets from a generally Marxist perspective, have added an
important dimension to knowledge of the urban system and the specific
transfers of revenue and surplus value that take place there.

These studies generally show the existence of political struggles over
land use, and the importance of control over specific tracts of land. As
Harvey points out, each geographic space is unique in location. In the
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case of differential rent, and even absolute rent at the level of the city as
a whole, generalized competition sets limits to these rents. But in dealing
with particular areas, it is frequently the case that a group or an
individual can free itself of competition of others, or alternatively may be
forced to compete more intensively for space.

These cases can be analyzed using Marx’s category of monopoly rent,
and distinguished (by use of this category) from the cases of rent arising
from general urban growth (differential rent) or from barriers to urban
growth as a whole (absolute rent). This distinction in the scope of effects
is important for analysis. Harvey and some others (16), (18), (19), (1), (37)
while maintaining the distinction in their empirical work, have un-
fortunately ignored it in their theoretical formulations. Harvey at some
points refers to all interest groups as classes, and then parallels this

mixing of the Marxian categories of ‘‘class’ and ‘‘fractions of classes’’,

by mixing the categories of rent, referring to both city-wide and neigh-
borhood-wide rents as ‘‘absolute rent’’, or alternatively as ‘‘class-mono-
poly rent.’” This last category is of no use in distinguishing between types
of rent because for Marx @/ rent involves a class monopoly. David Wein-
berg, (37) who makes the distinction between classes and subclasses
central in his concrete analysis, and Harvey himself, in an essay relating
class consciousness to residential differentiation, (17) are clearly-
concerned with land uses and rents arising from struggles at a more

microscopic level than that of the expansion of the city as a whole. Their,

failure to separate monopoly and absolute rent in theory thus blurs an
important distinction between the need to analyze local struggles re-
sulting in the creation or elimination of monopoly rents and the need to
explain why rents in general may rise or fall.

Monopoly rent in the city can clearly take on many forms. Racial
minorities, immigrants and other subgroups may, at times, be so limited
in the availability of residences that they may be forced into paying rent
that drives their standard of living below the standard that underlies the
normal value of labour power at the time. (Marx discussed cases of this
sort involving the rent of houses for farm workers on large estates and
within isolated industrial or mining areas in which the employer is also
the landlord.) Owner-occupiers or squatters may obtain unique access to
land in specific communities enabling them to acquire housing below its
general market price, and thus (unless wages are reduced as a result)
enjoy higher living standards through what is, in one view, a nonpayment
of part of the absolute or differential rent from that area, and from
another view a receipt of it by themselves (or by their employers if their
wages are reduced).

Specific industries also may be limited in space available to them, and
thus be able to acquire factory space only if their price can be driven
above value. Andrew Broadbent, who attempts the most careful formal
model, provides an urban analogue for the case in which rent derived
from production of a subsistence crop (grain, in Marx and Smith’s cases)
raises the rent demanded for production of another good (cattle), driving
the price of the latter above value. However, he then refers to this case as
“‘absolute rent.’”’ Marx, citing Smith’s analysis with approval, did not use
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this label for it. (I; 25: III 615, 805)

Monopoly rents are not the only ones relevant for local struggles. Dif-
ferential rent alone explains part of the high rent facing the poor. But a
review of Harvey’s analyses of specific cases shows his basic point—that
differential rent analysis is not sufficient—is soundly based. Recognizing
that specific monopoly rent situations affect specific subclasses may be of
particular interest since the stratification of the working class is held, in
recent radical analyses, to be an important area of study from the view-
point of examining the difficulties of organization of the class as a whole.
(15) Although the primary grounds for division within the working class
are generally held to stem from distinct positions in the work process,
differences in tenure and residential location may play an important part
in reinforcing the distinctions. In the case of racial minorities, particularly
in the United States, the interplay between residential, educational and
employment discrimination as manifestations of institutional racism, play
a particularly divisive role. Weinberg, for England, and Castells, for
France (4) suggest parallel interactions between residential and job seg-
mentation of the proletariat. Monopoly rent factors may, however, also
play a part in the conflicts determining wage differences among sub-
groups and in establishing a dualism of profit rates among industries.

The specific cases discussed by Harvey and Chatterjee show the impor-
tance of rent analyses. One of their particular analyses is that of the black
ghetto in Baltimore. With blacks restricted by mortgage discrimination
and other barriers to outmigration, they must pay more for space than
they would have otherwise. In part, their rent is higher because the areas
to which they are restricted are those with high differential rent; in part
they pay an additional monopoly rent above this. While there are forces
(such as blockbusting of ne& areas) which tend to reduce the monopoly
difference, Harvey and Chatterjee (16), (19) find that supply to subgroups
remains limited. They argue one reason for a limited supply of housing is
mortgage disinvestment and the abandonment of buildings, which they
attribute to high interest rates. They leave an implication, not argued for
in detail, that financial institutions by limiting supply might be raising
house rent within ghetto borders (which would not as we have seen
before, be the same as raising ground rent).

This analysis complements, but does not fully replace, the orthodox
position that the poor are crowded onto high priced central land strictly
because of the pressures of differential rent. The issues of the mech-
anisms by which ghetto borders are maintained and housing there is
deteriorated, however become central issues for analysis. The interplay
between rents and wage rates, which they explore less fully, would be
another aspect of the situation of the Black community which Marxian
perspective indicate as crucial. If in some sense societal discrimination
sets a gap in real living standards between Blacks and Whites, this
“Black Tax’’ may in part be reflected in lower wages; in part in higher
rents (including rents passed on as interest payments). Improvement of
the Black position would thus require not only wage equalization, but also
removal of the monopoly rent differential; conversely, reduction of rents
for Blacks would lead to a lowering of their wages if there are industties




121

able to attract Black labour at a going (low) real standard of living. For
disadvantaged subgroups in the working class, therefore, struggle over
both wages and rents may be necessary, just as, in periods when absolute
rent is a constraint to urban housing, struggle over both may be needed
by the working class as a whole.

There are, of course, situations in which a group is not subject to
specific monopoly pressures. Harvey mentions one such situation in his
discussion of white working class areas of Baltimore:

The white ethnic areas are dominated by homeownership which is
financed mainly by small community-based, savings and loan as-
sociations which operate without a strong profit orientation and
which really do offer a community service. As a consequence little
class monopoly rent is realized in this sub-market and reasonably
good housing is obtained at faitly low purchase price, considering the
fairly low incomes of the residents. (16)

The availability of housing sites for low income families at low cost in
areas (such as Latin American cities) whete squatting is widespread
would be another. However, in analyzing these cases, several questions
must be posed. A first question is whether the low price of housing in
these areas is reflected in lower wages as Engles (12) suggested it would
be) or whether it allows the families in the area to retain higher real
earnings. The former is apparently the case in areas of widespread
squatting (although, as with American suburbanization in the early 20th
centuries the removal of absolute rent may perhaps allow some real in-
come gains to be retained by workers there). For some neighborhoods in
American cities, however, the lower rental costs involved in keeping
property in use among members of a cohesive community, which is itself
@ small portion of the labour market, may allow real income gains to be
achieved (in the form of housing rather than cash) by community
members. In these cases, however, the housing gains could themselves
be the result of a monopoly on the land by the users, who manage to keep
out other groups (who could bid up the price). The existence of local
monopoly privileges of this sort might be a material basis for the tenacity
with which some such neighborhoods keep out minority buyers. In such
cases, the existence of local financial institutions could itself be part of
the local monopoly.

If this case appears possible, it is crucial to analyze a second question.
This is whether rents in the neighborhood are, in fact, low because
monopoly of land use by the residents has driven their rent below dif-
ferential rent levels, or whether (for the city as a whole) construction
levels are so restricted that one can speak of absolute rent in the urban
area as a whole. If this last is the case, the group with a local land-
monopolizing community may just be transferring absolute rent to itself,
creating a situation in which if other groups took appropriate action, they
too could avoid the need to pay absolute rent. In this latter case, however,
the residents of the originally-privileged neighborhood would confront
capital at the point at which it attempted to cut wages, in a situation
which allied them with other groups in the working class.
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The different political implications, from a working class organizing
viewpoint, of these last two cases indicate the importance of the absolute
rent/monopoly rent distinction. Only in the absolute rent case can the
working class as a whole have an interest in direct action over rents—
even then it must be accompanied by wage action to gain any benefits. In
the monopoly rent cases, gains may be limited by specific groups, and the
interests of different sectors of the working class may sometimes clash.

One final case discussed by Harvey is that of the creation of new
suburbs to house members of the upper or middle strata of the pro-
letariat, and generally the self-defined ‘‘middle class’’, which is expelled
from inner-city areas by a process that Harvey calls ‘‘blow-out’’, or flight
forced by blockbusting or denial of credit. Harvey argues that in this case,
““the same financial institutions which deny funds to one sector of the
housing market stand to gain from the realization of speculative gains in
another.”” (18:175) Since he and Chatterjee also argue that credit
rationing to inner-city housing raises rents for the groups left behind in
the suburbanization process (19) the implication is that a combination of
deterioration and blow-out can continually create new rents, some of
which (in both the ghetto and the new sub-divisions) accrue to the
financial institutions, which thus have a stake in continuing the process.

A consideration of the entire city, however, suggests that the des-
cription of the two submarkets alone cannot explain the observed process.
At the level of the entire city, the releasing of land at the suburban
“margin’’ and the removal of some land in the inner areas does not
clearly affect any change in the level of absolute rent in the system as a
whole. If blow-out or blockbusting work on a sufficient scale, the
monopoly rent differential paid by Blacks may actually fall. Nor, if as is
required to operate the process, the requisite transport and utilities for
the new suburbs are provideé out of taxes levied over the whole area, is
differential rent over the entire city likely to increase. Indeed, it may fall.
Thus there may, in the whole system, be a reduction in land rent if there
is any change. Increases in costs are likely to be in the form of increased
real costs of construction (if these exceed the maintenance costs that
would have accrued otherwise) or in costs of transport over a wider area.
How then can the financial institutions profit; how can the increased rents
accrue? :

The answer may be found in the changes in land rents (and value) else-
where in the system than at the two geographic margins (of suburbaniza-
tion and of racial transition). If land is released from idle or speculative
holdings at the outer edge by the subdividers, and transport in general is
provided, the competition of this new land will reduce differential and
absolute rents in older areas of the city. If blockbusting is extending the
barriers of the ghetto, some reduction in monopoly rents occurs there.
But in both cases, much of the loss in rents will fall on properties that are
in the hands of owner-occupiers or small landlords, who have already paid
for (expected) higher future rents through initial purchase prices or
committed themselves to pay them in the future on mortgage payments.
These owners will thus suffer the equivalent of a capital loss on their
properties. At the two margins, however, the investors (combining finan-
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Conclusion
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over land, and as distributing surplus value is useful because it points to
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changes, and questions, ultimately, of strategy and tactics.

a@ New Society (Spring 1974).

10.
11.

12.
13.

14.
15.

16.
17.

18.
19.

20.

21.
22.

23.
24.
25.
26.

27.
28.

29.
30.
31.
32.
33.
34.
35.
36.

37.

38.

124

Edel, Matthew, ‘‘The Theory of Rent in Radical Economics,”” Boston Studies in Urban
Political Economy, Working Paper No. 12 (1974).

Edel, Matthew and Sclar, Elliott, ‘‘The Distribution of Real Estate Value Changes:
Metropolitan Boston, 1870-1970,"" forthcoming, Joxrnal of Urban Economics.
Emmanuel, Arghiri,y Unequal Exchange (New York: Monthly Review Press, 1972).
Engels, Frederick, The Condition of the Working Class in England New York: Interna-
tional Publishers, n.d.).

Engels, Frederick, The Housing Question (New York: International Publishers, n.d.).
Fellmeth, Robert C., Politics of Land, introduction by Ralph Nader (New York:
Grossman, 1973).

George, Henry, Progress and Poverty (New York: Modern Library, 1938).

Gordon, David, Theories of Poverty and Unemployment (Lexington, Mass.: D.C. Heath,
1972).

Harvey, David, ‘‘Class-Monopoly Rent, Finance Capital and the Urban Revolution,"’
Regional Studies 8:3 (1974), 239-255.

Harvey, David, ‘‘Class Structure and the Theory of Residential Differentiation,’’ in M.
Chisholm, ed. Bristo/ Essays in Geography (Heinemann, forthcoming).

Harvey, David, Socia/ Justice and the City (E. Arnold, 1973).

Harvey, David and Chatterjee, Lata, ‘‘Absolute Rent and the Structuring of Space by
Governmental and Financial Institutions,’” Antipode 6:1 (1974) 22-36.

Hymer, Stephen, ‘“The Multinational Corporation and the Law of Uneven Develop-
ment,” in J. Bhagwati, ed., Economics and World Order (New York: Macmillan, 1971).
Lefebvre, Henri, Ls Revolution Urbaine (Patis: 1970).

Lenin, V.1., Imperialism, The Highest Stage of Capitalism (Peking, Foreign Language
Press, 1965).

Lojkine, Jean, “‘Existe la renta del suelo urbano?’’ Economica Politica (Mexico) X: 3-4
(1973), 101-108.

Luria, Daniel, ‘‘Suburbanization, Ethnicity and the Party Base: Spatial Aspects of the
Decline of American Socialism,”” Boston: Studies in Urban Political Economy, Working
Paper No. 26, 1974.

Marx, Karl, Capital (New York: International Publishers, 1967), Three Vols.

Marx, Karl, *‘On the Question of Free Trade,” in The Poverty of Philosophy (Moscow:
Foreign Language Publishing House, 1956), appendix.

Marx, Karl, Theories of Surplus Value (Moscow: Progress Publishers, 1963) Three Vols.
Marx, Karl, **Wages, Price and Profit’’ in Marx and Engels, Selected Works (New
York: International Publishers, 1968), 186-229. ‘

Massey, Doreen, ‘‘Social Justice and the City: A Review,"”” Environment and Planning,
Vol. 6 (1974), 229-235.

Newfield, Jack, ‘‘The Permanent Government,’’ The Village Voice (New York), series of
articles, Fall 1973. :

Ricardo, David, Principles of Political Economy and Taxation, ed. P. Sraffa (Cambridge:
Cambridge University Press, 1961).

Roweis, Shoukry, ‘‘Towards a Radical Analysis of Urban Land Rent,”’ Research (M.L.T.,
Cambridge, Mass.) 4:1 (1971) 39-41.

Spannaus, Nancy, et al., Destruction of the Cities: Bankers at the Public Trough (New
York: NCLC, 1972).

Stone, Michael E., *‘The Politics of Housing: Mortgage Bankers,” Transaction/Society
(June-August 1972), pp. 31-37.

Stone, Michael, ‘‘Reconstructing American Housing,"”” paper presented at Institute for
Policy Studies, Washington (1973).

Urban Planning Aid, Inc. Community Development Corporations: The Empty Promise
(Cambridge, Mass., U.P.A. 1973).

Weinberg, David S., The Social Relations of Living: London 1830s-1880s: The Dialectics
of [irbtm Living and City Form, M.C.P. thesis, Massachusetts Institute of Technology,
1974.

Wheeler, David R., Economic Control and Urban Growth, Ph.D. thesis, Massachusetts
Institute of Technology, 1974.



CITIES AND CITY PLANNING
IN CAPITALIST SOCIETIES:

A THEORETICAL APPROACH

Sabine Sardei-Biermann*

1.0 Introduction

This article tries to explain the relationships between the development
of cities and city planning in capitalist societies. (2)

My premises are that control of space is explicable in terms of control
of capital (Verfugung uber Kapital). (3) An understanding of city planning
requires an analysis of private versus public activities, power relations
and functions. City planning is one function of the state in advanced
capitalist societies, a function that originates in contradictions of the
capitalist development. The tendencies inherent in the development pro-
cess of cities and city planning are based on the contradictions between
(a) both the conscious intentions and functions of control of capital and (b)
the activities and functions of city planning. : ’

My concept of ‘city’ consists of those ‘social relations’ (gesel/schaftliche
Verhaltnisse), which are crucial for cities in capitalist societies. I define
‘city’ as these kinds of social relations and their concrete spatial mani-
festation, i.e. ‘space’ is a social category. Thus cities, no matter which
differences are between them, can be distinguished from rural areas by
means of social relations of production, including the kind of production,
market characteristics, ett.

In this outline 2.0 describes the social relations that the city consists of,
in the spheres of production, circulation, real estate and the state; I
further outline their process of development. 3.0 shows the spatial mani-
festations of these social relations; this approach is a method for under-
standing the need of city planning, its conditions, activities and functions;
I shall distinguish between ‘transportation planning,” ‘zoning’ and ‘com-
prehensive planning.’

* Sabine Sardei-Biermann is a member of Deutsches Jugendinstitut,
Miinchen, Sonderforschungsbereich 101, ‘‘Theoretische Grundlagen so-
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2.0 Social Relations in Cities and their Development
2.1 Social Relations in Cities

The production relations are the basic social relations in capitalist
societies, because they organize production and reproduction of people. I
shall analyse these production relations in the different spheres: produc-
tion, circulation, real estate and in a different form in connection with the
functions of the state, however the production relations in production
proper are the determining ones.

The general characteristics of all production relations are the institution
of private property and private power over capital and over the use of
work force. All production-processes are related to processes of surplus
value creation and utilization of capital (Verwertung von Kapital) (4); they
consume capital and labor and produce. revenue (rate of utilization of
capital). The work force has only the control of their own labor power and
they are therefore forced to sell the latter in order to reproduce them-
selves. Thus the relation between capital and work force is a power rela-
tion; it is one of the main determinants of the conditions of reproduction;
the importance of this is, that together they determine the range of the
possibilities of structuring space. (5)

On the other hand, the production relations are different in different
spheres. In production itself, there occurs the production of commodities
as exchange values and the creation of surplus value. In real estate there
occurs the exchange or leasing of real estates as commodities, the real-
ization of surplus value of the construction industry, and the utilization of
real estate capital.

2.1.1. Social Relations in Production, Circulation and Real Estate

The major social relations in production are
(a) relations between work force and production capital,
(b) relations between workers, (6)
(c) relations between production capitals themselves,
(d) relations between production capitals and other forms of capital.
The latter is mainly a relation of competition; this means that more and
more surplus value has to be produced by means of accumulation. The
different capitals compete with one another in buying the different means
of production and in selling their commodities; every single capital wants
to get a higher rate of surplus value to be able to accumulate and continue
the production process.

The major social relations in the circulation sphere are
(a) relations between work force and capital in the circulation sphere,
(b) relations between workers, (6)
(c) relations between different capitals in the circulation sphere,
(d) relations between capitals in the circulation sphere and other forms of

capital.

The relations (a) between work force and capital in the circulation sphere
can be a form of production relation for the realization of surplus value
and the utilization of capital in the circulation sphere. It can furthermore
be a consumer-seller relation; in this case it is dependent on the wage of
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the work force; the wage is exchanged to use values for consumption and
reproduction. The relations (c) between capitals in the circulation sphere
are relations of competition for markets and for means of production, de-
pendent on the degree of division of labor. They also can be a buyer-seller
relations. In relations (d) between capitals in the circulation sphere and
other forms of capital (except real estate capitals, which will be named
later), the capital in the circulation sphere can be a buyer or a seller and
the other form of capital a producer or consumer.

One prerequisite of capitalist real estate relations is the private power
over real estates, basing on the legal institution of private property and a
specific distribution of real estates. Real estate relations are _
(a) relations between work force and real estate capital as production

relations, lease-and other tenant relations, or buyer-seller relations
(dependent on the wage),
(b) relations between workers, (6) '
() relations between real estate capitals and other forms of capital as
lease-and other tenant relations, or buyer-seller relations,
(d) relations between different real estate capitals as relations of compe-
tition, or buyer-seller relations. )
They aim at the unproductive (e.g. workers living in rented housing) or
productive (e.g. capital carrying out production in factories) consumption
of real estates, at the use and/or utilization of real estate capital. So real
estate relations are prerequisite of consumption, production and exchange
of commodities, because every involved process needs some kind of
housing and real estate. I define ‘rural areas’ as opposed to ‘city’ as those
areas, where agricultural products are produced in agricultural production
relations (e.g. farms).

The overall distribution of private capital between individuals deter-
mines their class position in the society and therefore how they enter into
the social relations in different spheres. The relationships between the
different spheres can be specified in terms of markets: the labor market
(exchange of labor power), the market for commodities and services (ex-
change of commodities and services), the real estate market (exchange of
real estates) and the money market (exchange of ‘general exchange
values par exellence’), each of them with specific conditions and charac-
teristics. (7)

2.1.2. Analysis of the State (8)

I will first analyse the conditions, under which the state is assigned speci-
fic functions (e.g. nationalisation of unprofitable business, such as rail-
roads). Secondly I will analyse the conditions, under which the state ful-
fills these functions. ‘Function-fulfillment’ is dependent on ‘function-as-
signment,” and both are dependent on the conditions of surplus value
creation and utilization of capital. By applying this formal framework to
concrete situations one can analyse why the state is carrying out specific
activities and not others. Those activities with respect to the social rela-
tions determine the overall functions of the state. The function of city
planning by the state will be later analysed analogously; in addition thpre
have to be taken into account the specific relations between state institu-

128

tions and the utilization conditions in cities.

The analysis of the conditions of ‘function-assignment’ to the state
yields criteria which determine under what conditions ‘requirements’ of
the society are to be met at all; secondly under which conditions they will
be met by the state (and not privately). In general ‘social requirements’
will be met the more those ‘requirements’ relate to different kinds of
utilization conditions (e.g. transportation not only for workers, but also for
raw materials and products), to utilization conditions of different capitals

~ (e.g. transportation not only to the location of one capital, but to that of

many capitals, as in central cities), and the more the nonfulfillment of
those requirements hinders the genesis, preservation and expansion of
utilization of capital. The existence of such ‘social requirements’ depends
on the development of the productive forces and the production relations
(f.i. stage of capital accumulation, stage of similiarities between utiliza-
tion conditions of different capitals, etc.).

These ‘requirements’ will be assigned to the state, if they cannot be
met by private capital,’i.e. when this ‘treatment’ needs an institution,
whose ‘production-processes’ are not dependent on direct utilization of
capital as condition for further production and accumulation.

The conditions of ‘function-fulfillment,” which are also the conditions of
accomplishment of ‘social requirements,” are the availability of adminis-
trative, financial and technical methods and resources, as well as legal
institutions; these conditions also include conditions of state production
processes.

The overall function of the state can be divided in the function of main-
tenance of capitalist production processes (by creating possibilities of
utilization of capital and labor, e.g. state military or construction con-
tracts; by eliminating ‘dysfifnctional’ effects of capitalist production pro-
cesses, e.g. welfare payments, subsidies, or actions against pollution; and
by complementary production, e.g. highway construction) and in the
function of maintenance of reproduction (by creating conditions for repro-
duction, e.g. housing subsidies; and by eliminating dysfunctional effects
of reproduction, e.g. through the creation of parks). The latter functions
tend to get subjugated in capitalist societies under the former. The
specific function-fulfillment of the state can itself contribute to new dys-
functions.

2.2. Development Tendencies

These development tendencies describe briefly the major changes from
eatly capitalism to advanced capitalism; they can be derived from the
basic relations between capital and wage labor and the competition
between capitals; they make it necessary to expand possibilities of sur-
plus value creation and to increase the rate of utilization of capital; this
expansion can be achieved both by an increase of production and an in-
crease of productive forces by means of cooperation, division of labor and
specialization (organisational progress) and the use of machinery (tech-
nological progress). This leads to an expansion of capitalist production
relations, to capital concentration (increased accumulation) and to capital
centralization (combination of different capitals, decrease of small
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capitals).

The relations between capital and wage labor change with the increase
of cooperation and division of labor; an increasing number of wage
laborers work for the utilization of one capital. As a consequence capital
introduces work positions with control functions (e.g. foremen) to secure
capital and continuous productive labor processes. This introduces a hier-
archical structure within the working class, which is reflected in wage and
other differentials and therefore in means of reproduction for wage labor-
ers. The increased use of machinery in production also changes the rela-
tions between capital and wage labor; at first the qualifications of workers
are equalized; then new labor processes lead to an increase in the dif-
ferenciation of worker qualifications; this leads to a further expansion of a
hierarchical structure within the working class. The expansion of produc-
tion expands the differentiates the relations between capitals (differentia-
tion of capital sizes, introduction of power relations on markets
between large and small capitals). The specific role of production for the
development of capitalism bases on the fact that production processes are
on the one hand subject of and on the other hand produce means of this
development (transportation, machinery, etc); in different stages of
development of capitalism, production of those products is expanded,
which yield especially good possibilities for surplus value creation.

The development of concentration and centralisation of capital in the
circulation sphere is dependent on the previous expansion of production,
of transportation and of wages. Specific tendencies of cooperation,
specialization and use of machinery, and of relations between capitals
apply in this sphere in a similar way. The consumer-seller relation under-
lies therefore also specific changes (changing marketing strategies, de-
personalization and increased commodification of the relations etc.). {9) In
a later stage of the development of capitalism the circulation sphere has
an increasing function in the preservation of possibilities of surplus value
creation and utilization of capital, because of overprdduction and the
danger of stagnation.

Similar tendencies in the real estate sphere can be obverved in a still
later development stage of capitalism, but not independent of activities of
the state. One difference to the other spheres is that real estate capitals
become increasingly identical with production and other capitals in the
circulation sphere, and with wages. Lease and other tenant relations are
increasingly formalized, institutionalized and economically defined. The
contradictory role of real estate capitals for either surplus value creation
and capital utilization or reproduction (e.g. housing) gets more complex
and interrelated.

The most general tendency of markets is their expansion, the rise of
oligopolization and the differentiation of power on markets. The increas-
ing complexity of markets leads to the development of specific ‘market-
functions’ (and corresponding labor processes) to enable exchange on
markets.

During the changes from feudalism to capitalism the functions of the
state are decreased to control and order functions (emancipation of the
bourgeois class from previous state restrictions and power) as prere-
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quisite for the introduction and expansion of surplus value creation. The
development of capitalist production relations produces then increasingly
contradictory utilization conditions (which would hinder capitalist expan-
sion and cannot be handled with under private capital), which make in-
terventions of the state ‘necessary.’ This leads to an expansion of state
activities and power, and to an increasing development of functions of the
state, which focus more and more on general utilization conditions of
capital and labor in all spheres and on reproduction. (70)

3.0. Development of Cities and of City Planning
3.1. Development of Cities

Up to now I have considered capitalist social relations in cities in general;
now | will take up their spatial manifestation in the city. It shouid be
emphazised that there exist structuring processes, determined by the
general laws of capitalist development which lead to specific spatial
structures of cities. In the next section I will trace the development of the
structuring processes of cities from early capitalist cities until the institu-
tionalization of city planning. :

3.1.1. Early Capitalist Cities

Cities or communities existed already before the rise of capitalism (f.i.
feudalism). Therefore there exist prerequisite spatial structures—e.g.
sites, dependent on the prevailing production process, internal spatial
patterns, dependent on economic and political power and the necessity of
transport or traffic etc. (77)

With the introduction of gapitalist production relations feudal cities
were changed to early capitalist cities and new early capitalist cities were
created. With the introduction of capitalist production relations it is
necessary to exchange capital in part to real estate (i.e. real estate be-
comes a commodity, and in this case a site for a new factory). The capital
has then the power over the spatial structuring of the corresponding pro-
duction processes; wage laborers have no power over their structuring.
New industrial sites within cities that already existed before lie next to
existing structures, on transportation routes and near public utilities. In
the case of newly developed cities, these sites are normally as close as
possible to transportation routes, sources of raw material and water
power. Frequently factories are built on agricultural land; the reason for
this change is that higher rates of surplus can be produced on the same
land, which becomes necessary with the compulsion to accumulate.

Commercial sites, i.e. the realization of surplus value at this early stage
remain relatively unchanged; their traditional sites are in the center of the
city or on crossroads.

This increasing capitalist utilization in cities creates a shortage of land,
rising land values and speculation. Wage laborers have to sell their labor
power at industrial sites. Capital recruits wage labor partly from existing
populations in cities, but mostly from rural areas (increase of population,
changes in production processes in agriculture etc.). The function of wage
laborers in capitalist production relations changes their previous produc-
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tion and reproduction conditions, including where they live. The surplus
labor force keeps wages to the minimum level necessary for reproduction.
This places quantitative and qualitative restrictions on the level of con-
sumption, kind of housing etc. The shortage of housing for the expanded
urban population in this stage and also later stages leads to increased
rents, housing density and decreased quality of housing. Often housing is
built by industrial capitals for wage laborers in segregated parts of the
cities and adjoining to industrial sites (polarization of housing); this is a
new form of capital utilization. :

The spatial structures of cities are shaped by the traditional sites (‘reli-
gion’, state, commerce, craftsmanship, bourgeois housing around the
center of the city) with additional new industrial sites, sites for wage labor
housing and transportation routes. All material constructions, distribution
of transportation routes etc. reflect the mode of production and reproduc-
tion of all the different social classes in spatially segregated forms.

The increasing emancipation of capital from the restrictions of the
feudal state leads to the increasing influence of capital on local city
administrations together with a decreasing influence of national state in-
stitutions on local ones. The activities of local city administrations are
control functions (e.g. police), the provision of some utilities, and the
spatial structuring of transportation routes. The local structuring of trans-
portation routes expands possibilities of capital utilization, has an effect
on the differentiation of land values and the patterns of the overall spatial
development of the city. :

3.1.2. Further Development of Cities—Transportation Between Cities

The further development of cities is determined by two factors:the spatial
manifestations of the development tendencies noted above and their
impact on previously existing structures. The expansion of the production
of transportation equipment and facilities provides technical means of

transportation, which permit the movement of goods over long distances

between cities. This allows for increased transportation services and de-
creased time of transportation, permitting faster circulation of capital and
greater surplus value creation. The pattern of these transportation routes
between cities integrated sources of raw material, industrial centers and
markets. This leads in part to the development of new cities at crossroads
and hinders the further development of cities isolated from those routes.
(12)

Better transportation facilities between cities allow for expanded capital
utilization and spatial concentration of capital, and in this way increased
expansion of spatial structuring by capitals for production processes with
their concommitant effects on the real estate market. This leads to further
shortages of housing for rapidly increasing numbers of wage laborers.
The housing facilities that are built as means of capital utilization are
located in old cities at the rim or periphery, where real estate prices are
low and construction costs are cheap. (13) Only classes or groups with
private capital or high salaries can afford privately owned housing in sep-
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arated or traditionally used areas. The development pattern of cities is
therefore similar to earlier stages (residential segregation and spatial ex-
pansion in ‘rings’ and along transportation routes). (14)

3.1.3. Further Development of Cities—Transportation Within Cities

Major spatial changes in the expanding cities are the rising spatial dis-
tances and therefore the rising amounts of traffic in cities. Corresponding
to the development of transportation facilities between cities, there later
develops public transportation within the city. Those facilities are used to
get people to and from work, to sites of commerce etc. For workers their
use is dependent on the wage; the use of these facilities increases the
time for reproduction of labor power. The function of these transportation
facilities increasingly relates to utilization conditions of capital and labor
(on the level of appearances to ‘interests’ of production and reproduction)
within cities. The spatial distribution of the transportation routes also be-
comes a major factor in the further spatial expansion of the city. Dis-
tances become less important in production and reproduction.

The rising importance of mass production of consumption goods versus
machinery for capital utilization has its correlate in cities in a further stage
in form of the spatial expansion and concentration of capitals in the cir-
culation sphere on sites of maximum accessibility (i.e. center of cities,
major crossroads or transportation routes). This leads to a decreasing
diversity of uses and kinds of utilization in traditional centers and partly
to new housing sites. This development, which takes place according to
differentiated consumption possibilities (on both sides of production and
wages), allows also for the development of new personal transportation
facilities (i.e. cars) as means*pf production and reproduction processes. It
generates rising possibilities for capital utilization by the production of
these ‘private’ transportation facilities (i.e. automobile industry); con-
versely surplus value creation by the production of public transportation
facilities for cities decreases. The increasing number of private transpor-
tation facilities produces changing requirements for transportation routes.
(75) '

3.2. Development of City Planning and Further Development of Cities

Until now the development of cities has been regarded as the general
condition for the institutionalization of city planning. In this section, the
further joint development of cities and city planning will be shown. Ci.ty
planning as state influence on utilization and reproduction conditions in
cities and their spatial structuring process is one aspect of the growth of
state functions from early to advanced capitalism. I analyse here the three
development stages of city planning and describe these state functions
and explain them in terms of the analysis of the state in 2.1.2.

3.2.1. Traffic Planning

The first stage of the institutionalization of city planning relates mostly to
‘traffic planning’, in specific, traffic planning as the coordination of anti-
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cipation of the form of spatial structuring of transportation routes. First I
will consider the conditions of ‘function assignment’: the changes in the
utilization conditions in expanding cities lead to an increasing spatial con-
centation of buildings in the center of the city, to expanding center
oriented traffic volumes and to a growing impact of traffic and transpor-
tation in cities for capital utilization. Transportation conditions, e.g. traf-
fic jams in city centers, have the tendency to limit the expansion of capital
utilization.

The ‘treatment’ of these transportation conditions if necessary for the
following reasons:

(a) if those requirements are not met, further capital utilization in city
centers becomes problematic;

(b) the traffic situation relates to different (not only specific) conditions of
capital utilization (e.g. to transportation of raw materials, products
and workers) and to different single capitals (e.g. different indus-
tries);

(c) the traditional way of developing transportation routes is not more
sufficient, because of the new availability of different kinds of traffic
and transportation facilities with different routes and different kinds of
traffic, which in turn need to be coordinated and adapted to one
another;

(d) the spatial scope of the structuring of transportation conditions is
wider, the corresponding costs are greater and the scope of concrete
interests in specific transportation conditions is more differentiated
than in eatlier stages.

The ‘treatment’ of those ‘requirements’ is institutionalized in state in-
stitutions because
(a) traffic planning cannot be commodified, i.e. priced in the market

place;

(b) traffic planning requires too much capital and long periods of time
before it is profitable;

(c) because of the traditional state power over traffic space by specific

state institutions on different levels, e.g. city, region, etc.;

(d) the requirements relate to a too wide spatial scope, to indefinite time
periods and to formally unspecific (public) use.

Now I consider the conditions of ‘function-fulfillment’: the organisa-
tional conditions of traffic planning are met on the city level because of
traditional city level requirements and because the requirements con-
cerning transportation conditions are concentrated in the city. This makes
the realisation of private capital interests easier, also due to the fact that
the city level is financially dependent on these capital units. The pro-
duction conditions of traffic planning are mostly separate institutions for
planning without power over decisions. The legal conditions are limited to
the power over existing state traffic space. The technical conditions
depend on the development of planning and building techniques (in gen-
eral on the development of the productive forces).

Correspondingly the contents of traffic planning activities are to draft a
map of transportation routes, which involves routes from the outlying
areas to the city center and connections to long distance transportation
routes between cities; this expands the hierarchy between different
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transportation routes. The planning process from the draft until a realisa-
tion, in spatial structures, develops further also the intermediate limiting

conditions. In the first development stage of city planning its realisation

will be started only at places where traffic is most concentrated.

The function of traffic planning is dependent on how much planning is
actually realised and therefore also depends on the creation of means of
realisation. The realisation of traffic planning (as described above) has
the function of preserving and expanding capital utilization, especially for
capitals in the circulation sphere, which are located in the city centers,
production capitals on the connecting transportation routes, and real
estate capitals on route adjoining sites (land value increases). By building
new traffic facilities, direct utilization possibilities for private capitals are
created (e.g. construction industries, automobiles etc.). At the same time
dysfunctional effects may be eliminated, since the need for traffic
planning arises from capitalist organization of production, circulation and
real estates. As a consequence, however, traffic planning may become
dysfunctional in new ways. A further function of traffic planning is the
determination of new city development according to the kind of planning
actually realised.

For specific reasons the planning of housing is zo# institutionalized in
state institutions, even so, it can be shown that the coordination and anti-
cipation of housing needs in cities (with respect to their construction and
availability) poses a social requirement. (76) The state reacts to housing
problems by providing financial aid only for privately built housing. This
indirectly has a ‘positive’ function for preserving and expanding capital
utilization (e.g. construction industries, sale of consumer durables etc.).
State financial aids for one family housing units for the wage labor group
have ideologically integrativ‘; and legitimizing functions, in addition to
their effects on city development (‘urban sprawl’) and community
services. (17)

3.2.2. Zoning and Traffic Planning

The second stage of city planning is ‘zoning’ as well as further traffic
planning. The introduction of ‘zoning’ requires a certain expansion of
state power over the structuring of not only public, but also private space.
‘Zoning’ is a kind of planning that consists of the coordination and antici-
pation of the different kinds of utilization and use of all real estate (utili-
zation of production, circulation and real estate capitals, use of housing
and state property for traffic facilities, open space and other uses).

The further expansion of capital utilization in cities leads increasingly
to a differenciation and hierarchy between cities in terms of the relative
sizes of capital wealth and power, area and population. The tight market
situations on both the real estate and building markets lead to continual
price increases of real estate, rents and buildings. The structuring of
space in the larger cities, i.e. metropolitan areas, is more and more
limited to large capitals and state institutions. Metropolitan areas tend to
develop specialized areas for specific kinds of utilization and use only
(mixed kinds are the result of transitional areas).

The distribution of real estate according to economic power exercised in
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the market and also according to the results of capitalist development
patterns produce requirements which focus on a different distribution of
real estates for different kinds of utilization and use. A ‘treatment’ of
these requirements is needed for all different kinds of capital utilization in
metropolitan areas and relates to all kinds of capitals in different ways; it
also relates to the way the state uses real estate, as well as to state power
and the degree and type of financial dependence of the state on capital.

The treatment of these requirements is again assigned to state institu-
tions because of: the above mentioned needs for all different kinds of
capital interests; their spatial range; the state monopoly to create legal
means of power over space; and finally because of the lack of a private
market for such a service.

The organisational conditions of ‘function fulfillment’ (a) are again de-
termined on the city level (it should be noted that city boundaries owing
to the possible expansion interests of city governments change); within
city governments state ‘production processes’ of planning are mostly or-
ganized separately. These conditions of function fulfillment also include:
(b) legal means to restrict private utilization and use are created by the
state on different government levels (e.g. condemnation proceedings);
they correspond to existing power relations and utilization conditions in
cities; (c) the limited financial resoutces of cities limit the direct power of
state institutions to control space by buying up property; the overall
financial possibilities of cities deteriorate in comparison to their require-
ments; (d) the power influence of private capital on zoning is possible,
because city governments are financially dependent on them (i.e. city
revenue from taxation), furthermore there is a direct relationship between
kinds of zoning and kinds of real estates; (c) the stage of productive forces
influences directly different ‘needs’ of real estates and areas and there-
fore indirectly the process of zoning; (f) the development stage of
planning techniques based on the past development of cities and a reac-
tion against their perceived dysfunctional effects; this is exemplified by
the garden cities and neighborhood units ideologies of planners.

Zoning provides for a distribution of real estate utilization and use,
which to varying degrees is orientated to existing structures. The
tendency is for densities to decrease steadily from the center of the city to
the suburbs. In the city center are concentrated sites for capitals in the

circulation sphere (commerce, finance, administration, services) and state

activities. Housing is concentrated on the outer perimeter of the metro-
politan area, and production is located on major transportation routes.
The distribution pattern is such that there are as few mixed areas as pos-
sible.

This kind of zoning has the function of stabilizing existing distributions
in part, but it also may have a small impact, since zoning regulations can
be applied only in a restrictive sense in cases of changes in the kind of
utilization or use of real estate. Zoning leaves existing distributions unaf-
fected. This function also depends on the relationship between existing
distributions and the intended ones. Zoning can have the function of
stabilizing utilization processes in so far as it provides for new sites of
capital utilization. In so far as it does so, it might prevent some dysfunc-
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tional effects of capitalist distributions patterns. Zoning for housing has
the function of stabilizing both utilization processes and reproduction
processes. The concept of rigidly separated kinds of utilization and use
leads to increased traffic volumes and eventually to increased markets for
automobiles. Zoning has some impact on real estate prices and
speculation, but it cannot create a ‘rational’ distribution pattern.
Capitalist market conditions on the real estate market are only marginally
changed. Direct influence is only possible by means of public real estate
ownership.

The development of traffic planning in the second stage is determined
by its initial state and by the increases in transportation and traffic
volume, which takes place in cities and between cities. These require-
ments lead to expanded traffic planning in cities and to the institutional-
ization of traffic planning between cities and on different state levels; the
latter then becomes a further condition for planning in cities. The rising
requirements of traffic planning increase their financial means and ‘pro-
duction processes’, partly by state aid to cities and partly by the inceased
income of cities. More advanced planning techinques provide more exact
measurements of traffic volumes and density, which yield guidelines for
planned capacities.

The center oriented concept of traffic planning is expanded; circular
traffic routes around city centers in different distances from the city
center are added. The same distribution pattern is used for public trans-
portation facilities. At this stage traffic planning and zoning have not yet
been coordinated. The amount and scope of actual traffic planning in-
creases and so does its real functions. The functions in the second stage
of planning are similar to the ones described above, the exception is an
increase in the stabilizing functions for reproduction. Those functions,
however, are interrelated to stabilizing functions in the production
sphere.

3.2.3. Comprehensive City and Regional Planning

The third and thus far last development stage—comprehensive city and
regional planning—relates to the continual otientation of planning to the
coordination and anticipation of all space structuring processes; for
example planning is coordinated for whole regions and anticipated for
long periods of time, such as 30 rather than 10 years. The further changes
in metropolitan areas result in a continuing discrepancy between traffic
volumes and facilities and between housing and supply. The expansion of
large capitals leads to a diversification of the sites of one capital, in the
case of capital in the circulation sphere their sites are increasingly located
also in residential areas (e.g. supermarkets).

Increasing areas of city centers are dominated by capitals in the cir-
culation sphere. Partly they rehabilitate and redevelop bui}ding structures
privately, and in this way create new utilization possibilities. Partly gle-
teriorating old building structures in city centers lead to new function
assignments for state institutions (e.g. urban renewal). Increasingly large
real estate capitals build whole residential areas (these are often real-
izations of ideological planning ideals). In metropolitan areas the private
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housing of wage laborers appear more and more in the form of them

owning parts of buildings (e.g. condominiums).

. These situations in housing, distribution patterns, traffic, rehabilita-
tion, redevelopment etc. in metropolitan areas create for similar reasons
as mentioned above a further function expansion of state institutions over
the spatial structuring processes in the form of comprehensive city and
regional planning.

Changes in the conditions of function fulfillment relate to:

(a) coordinated planning institutions on different state levels, where the
local levels are increasingly dependent on higher levels; (18)

(b) decreasing influence possibilities of single capitals in comparison to
capitals that have a society wide impact on utilization;

(c) increasing legal power of state institutions in so far as the application
of that power does not limit major capital utilization interests;

(d) increasing costs of planning in the society, but also decreasing finan-
cial possibilities in cities;

(e) a rising dependence of local planning on society wide economic
planning;

(f) rising bureaucratization of state production processes and the profes-
sionalization of planning;

(g) further development of coordinated planning techniques;

(h) an increase of local function fulfillment for reproduction processes,
which makes legitimizing and integrative processes necessary (e.g.
citizens participation);

(i) further ideological city planning concepts, such as the ‘urbanity’ con-
cept, that areas should have mixed rather than segregated utilizations
and uses (the origin of this relates to past negative experiences with
spch manifestations of the ecological segregation as e.g. ‘bedroom
cities’, and the existing economic and real estate restrictions.)

_The changes of the contents of planning determined by the above con-
ditions result in the provision of some housing in city centers and partly
more mixed patterns in residential areas (private and public setvices, re-
creation, commerce etc.). The planning expands geographically and is
done for longer periods of time. Rehabilitation and redevelopment
planning is provided for old buildings. The differenciation of traffic and
transportation leads to further hierarchies, e.g. from freeways at the top
of the hierarchy to residential streets, and spatially to society wide net-
yvorks; public transportation facilities are expanded throughout metropol-
itan areas.

The functions of this third stage of planning are a continuation of the
funct.ions of earlier stages through the increasing realization of compre-
hqnswe planning. The functions relate more and more to society wide
utilization processes. Rehabilitation and redevelopment create new
utilization possibilities and better financial income for local state institu-
tions. Increasingly comprehensive planning stabilizes and controls repro-
duction processes and determines metropolitan developments. (19)
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4. Conclusior

The crucial problems of city planning lie within the fact that it is both
determined and at the same time limited by capital utilization. City
planning can only be reactive to the constraint of preserving capital
utilization and surplus value creation, even so the development of cities
and city planning indicates a decrease of private and an increase of the

state structuring of space.

The problem of finding possible aproaches for changing those develop-
ment tendencies must be related to real changes in the function assign-
ment and function fulfillment process and to the possibilities for political
activities. Since city planning affects reproduction processes directly and
production processes for wage labor only indirectly, the following
organizing problem arises: to what extent can people be mobilized around
issues of city and regional planning? (20)

FOOTNOTES

1. This article is a revised short summary of the author's Stads and Stadiplanung. Ein
Ansarz zu einer sozialwissenschafilichen Theorie, Diplomarbeit am Soziologischen Institut
der Universitat Munchen, 1971.

2. The analytical instrument for the analysis of this relationship is the concept of
‘function,’ which is meant to be a his?orical category with regard to its contents. Its contents
are determined by the labor process with respect to the social reproduction process.

3. The relationship between ‘power’ and ‘space’ is one of the major questions, which
lead to this approach. Space will be regarded here as determined negatively, i.e. in the way
space is limited or determined by means of built structures (material factors). This makes
clear that space is heavily dependent on both the production relations and the productive
forces (and their stage of development). This yields a social, economic and political deter-
mination of space and allows for questions about the structuring of space (formation process
of space by people, classes and groups and their different possibilities and roles within this
process).

4. In this paper it is argued, that surplus value is produced in production and realized in
circulation; furthermore capital in the circulation sphere is utilized; whether this means that
surplus value is also produced in the circulation sphere will not be discussed here. Therefore
I will use the general term of w#ilization of capital, which refers to the production z»d cir-
culation sphere and means the capitalist use of capital.

J. O’Connor lately suggested to apply surplus value creation to production @74 cir-
culation, in opposition to the ‘orthodox’ interpretation (see his forthcoming book).

5. This determination functions with respect to social, economic and political factors and
to space and lifetime; e.g. the wage labor group is dependent on the wage in its possibilities
to consume and to live, furthermore on the spatial organization of production processes and
this organization with respect to time; the same is valid for the possibilities of this group to
structure space; it is to different extents dependent on the structuring, which is done by
capitals and by the state, both in the sphere of production and reproduction.

6. Relations between workers are not yet fully incorporated into this approach; their
analysis is necessary, e.g. for activities of worker organizations concerning cities and city
planning.

7. These conditions and determinations are named in the long version of this approach,

especially in more detail for the real estate market.
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8. This analysis of the functions of the state is described mainly with respect to instru-
mental state functions. For ideological, legitimizing state functions see:
Offe, C., Strukturprobleme des Kapitalistischen Staates, 1972;
?ffc, C., The Abolition of Market Control and the Problem of Legitimacy, Kapitalistate, No.

, 1973,

Sardei-Biermann, S., Christiansen, J.,Dohse, K., Class Domination and the Political System,
Kapitalistate, No. 2, 1973,
Habermas, J., Legitimationsprobleme im Spatkapitalismus, 1973;
O’Connor, J ., The Fiscal Crisis of the State, 1973;
Rubinson, R., The Political Construction of Education, Doctoral Dissertation,m Stanford
University, 1973.

This analysis of the functions of the state can be derived from an analysis of the re-
lations state — workers and state — capitals, which can be only outlined here:

. The relationship state-workers can be a state production process and a citizen rela-
tion. For the state-worker production relation it would be necessary to determine state.
production, as f.i. use value production, as Offe does it (in Offe, C., The Abolition of Market
Control and the Problem of Legitimacy, op. cit.), as surplus value consumption and as in-
direct surplus value creation, as O’Connor does it (see O’Connot, J., The Fiscal Crisis of the
State, op. cit.), or in a similar way, which determines the relationship between state
production and surplus value creation.

The determination of the state-worker citizen relation, has to be based on a theory
of political incorporation of the bourgeois class (see e.g. Habermas, J., Strubturwandel der
Offentlichkert, 1962) and of political incorporation of the working class (see e.g. Rubinson,
R., The Political Construction of Education, op. cit.).

It can be argued that with the rise of capitalism, capitalist interests get institution-
alized within the state; the political incorporation of the working class, which expands formal
equal rights to all people, follows the development of capitalism, after the extension of ap-
parently equal positions to all people on markets, as buyers and sellers.

A further analysis of political incorporation of the working class would explain the
contradiction of formal equal rights of all people and their actual class position, i.e. class in-
equalities, as well as the contradiction between formal equal rights and actual state power;
this could lead to a further explanation of f.i. citizen participation in planning.

The analysis of the state-capital economic relationship is dependent on the determination
of the relationship between state production and surplus value creation.

9. See Sardei-Biermann, S., Christiansen, J., Dohse, K., Class Domination and the
Political System, op. cit.

10. For literature on section 2. see the following:

Marx, K., Capital, Vol. 1, 11, III
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Mandel, E., Marxist Economic Theory

Marx, K., Engels, F., The Housing Question

Baran, Sweezy, Monopoly Capital

Sweezy, The Theory of Capitalist Development

Hobsbawn, Industry and Empire

O’Connor, The Fiscal Crisis of the State, op. cit.,

Offe, C., Strukturprobleme des Kapitalismus, 1972

Bendix, R., Work and Authority in Industry, 1956

Hall, H.H., Occupations and the Social Structure

Burns, T., Industrial Man, 1969

Schumpeter, J.A., Capitalism, Socialism and Democracy, 1942

Polanyi, K., The Great Transformation, 1944

Weber, M., Economy and Society

Birnbaum, The Crisis of Industrial Society, 1969

Bendix, R., Nationbuilding and Citizenship, 1964

Luckmann, T., Berger, P.L., Socia! Mobility and Personal Identity, 1964
11. The analysts ot the teudal city is not presented in this short summary.

140

14. Seee.g. Park, R.E., Burgess, E.W., (eds.), The City, 1925, 1967
15. For literature on section 3.1. and on section 3.2. see footnote 19
16. ‘This argument is shown in detail in the long German version of this approach.
17. See e.g. Kallmunzer, M., Zur Kritik der Eigenheimideologie, Diplomarbeit am
Soziologischen Institut der Universitat Munchen, 1971
18. The relationship between different state levels and the differences within their
policies could be derived from a theory of political incorporation and the further determination
of state-worker and state-capital relations, see footnote 8.
19. For literature on section 3.1. and 3.2. see e.g. Reading Lists in Radical Political
Economics, URPE, Dec. 1971 and
Abrams, C., The City is the Frontier, 1965
Altshuler, A.M., The City Planning Process, 1967
Ashworth, W., The Genesis of Modern British Town Planning, 1954
Babcock, R.F., The Zoning Game, 1969 ~
Bollens, J.C., Schmandt, H.J ., The Metropolis, 1970
Bollens, J.C., Exploring the Metropolitan Community, 1964
Creighton, R.L., Urban Transportation Planning, 1970
Engels, F., The Situation of the Working Class in England
Erber, S., ed., Urban Planning in Transition, 1970
Gottmann, J ., Magalopolis, 1969
Greets, S., Governing the Metropolis, 1962 )
Gutkind, E.A., Urban Development in the Alpine and Scandinavian Countries, 1965
Howard, E., Garden Cities of Tomorrow, 1914
Jackson, J.N., Sxrveys for Town and Country Planning, 1963
Kaitz, E.M., Hyman, H.H., Urban Planning for Social Welfare, 1970
Lowe, J.R.., Cities in a Race with Time, 1967
Martindale, D., Neuwirth, G., ed., The City, By Max Weber, 1958
Netzer, D., Economics and Urban Problems, 1970
Owen, W., The Metropolitan Transportation Problem, 1966
Pahl, R.E., Patterns of Urban Life, 1970
Park, R.E., Burgess, E.-W.., The City, 1925, 1967
Rabinovitz, F.F., City Politics and Planning, 1970
Reissman, L., The Urban Process, 1964
Riemer, S., The Modern City, 1952#
Rodwin, L., The British New Town$ Policy, 1956
Rossi, P.H., Dentler, A.R., The Politics of Urban Renewal, 1961
Warner, S.B., Planning for a Nation of Cities, 1966
Wirth, L., Communsty Life and Social Policy, 1956.

American readers in particular will be interested in a newly-
established newsletter directed at radical urbanists, including
community organizers and advocate planners, as well as
academicians. Four highly interesting issues have already ap-
peared. To get it, please contact Chester Hartman, 360 Eliza-
beth Street, San Francisco, CA 94110, and enclose a small
contribution.




URBAN STRUCTURE AND
STATE INTERVENTIONISM

By Adalbert Evers

Many crisis symptoms in urban structures are no longer merely pro-
ble;n_s of local community planning, but have become the object of
policies at all levels of government. (1)

The reason for this lies in the differentiation and disparate development
of urbap structures, which is a consequence of national frameworks of
prod}lctlon and exchange. We will investigate this larger context of com-
munity Planning and the sources of the changing pattern of state inter-
vention in urban affairs (sections I and II). Next, the changing functions
of the local institutions of the state will be considered (I). Our survey of
(a) the national economic context of urban problems; (b) changing
patterns pf state intervention; and (c) changing functions of local govern-
ments will permit us to formulate hypotheses and draw certain conclu-
sions about the present form and future development of social conflicts
(fo{ the most part removed from traditional wage and labor struggles)
which are challenging and changing current urban living conditions.

{. The Law of Value and State Intervention: The General Politico-Econom-
ic Determination of the Development of Urban Structures

'1_"he law of value is the inner regulator of the capitalist mode of produc-
tion. Its mediation through the process of price formation brings about
th.e general equalization of profit rates among individual capital units
within different sectors of the economy. But this equalization of profit
rates occurs within the context of important inequalities of the conditions
of reproduction. The inequalities of the natural conditions of production
does not permit production in certain geographic areas nor the urban
dev.elopment that goes with it. Conversely, one of the primary causes of
capital agglomerations springs from the regional or local monopolization
of natural advantages, such as fertile soil. Beyond these primary limita-
tions, which tend to diminish with the continuing development of the pro-
ductive forces, there are other limitations which are determined by the
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conditions of capitalist reproduction. We mean both those conditions of
reproduction which are internal to the process of production (e.g. constant
capital) and those which are external (e.g. infrastructure). For the time
being, we ignore the fact that the latter are mainly financed and allocated
by the state as ‘‘general conditions of production.”” Real inequalities in
rates of profit correspond closely to the inequalities of these conditions of
reproduction.

The conditions for achieving greater or surplus profits over a given per-
iod of time are: (a) changes in the rate of profit through changes in the
rate of surplus value; (b) increases in the productivity of labor through the
introduction of improved conditions of production or through more
economic use of constant capital, thus decreasing the expenses of pro-
duction; (c) accelerating the circulation of capital in order to expand the
mass of applied productive capital in a given time span. These three ways
of expanding profits can be achieved either by changes in the internal
structure of the process of production, or by changes in its externa/ condi-
tions: (a) by increasing the intensity of labor in the process of production
above the average, or by exploiting regional differences in the external
conditions of reproduction of the labor force through the export of capital
or the migration of the labor force from one region to. another, (b) by
utilizing new machines and technologies, or by changing the external
conditions of production (e.g. introduction of new and improved modes of
transportation), by economizing on constant capital through changes in
the size of the plant, by using the advantages of advanced stages of
development of particular geographic areas, thus permiting new methods
of work; (c) by increasing the circulation of capital through changing the
structure of a given plant, (e.g. new methods for the storage of mater-
ials), through improvements#jn the means of transportation within a given
region.

We can draw the following conclusions about the relationship between
the spatial distribution of production and the competition of the various
capital units. First, there is a specific relationship between the type of
industry and the productivity of labor in a given plant and the specific
character and level of development of the external conditions of produc-
tion (necessary ‘‘infra-structures’). (2) Second, each individual capital
unit is limited in its choice of location by the nature of the material pre-
conditions necessary for its particular production process. Given the
choice between various locations, it is certain to choose that location

which on the average provides the greatest cost advantages, thus per-

mitting the most favourable utilization of invested capital. Third, the
equalization of rates of profit or the disappearance of surplus profit as a
result of the operation of the law of value means that if production is
taking place in different locations capital agglomeration will occur
through the influx of capital units which seek to take advantage of locally
or regionally specific, non-mobile conditions of production.
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We have seen that there is the possibility (and necessity) of spatial dif-
ferentiation in levels of development and types of production. Hence
there must be corresponding differences in urban structures as well. The
actual contours of the concentration of production, circulation and con-
sumption in a given locality is determined mainly by the distribution of
surplus profit (a concentric pattern in the various urban structures is most
common). (3) The relationship between landownership and industrial and
commercial capital is one of the main factors in the relocation of pro-
duction, due to the increased cost of expansions and the impediment to
optimal allocation of various functions. (4) Changes in the spatial distri-
bution and level of development of urban structures (or alternately, the
stability of surplus profit) are basically dependent on the mobility of
capital and the labor force. In turn, this mobility depends on the actual

nature of the capital employed: the greater the percentage of capital tied

down as fixed constant capital, the less mobile it is; the greater the
specialization of the labor force or its local social ties, the more difficult it
is to move workers from region to region or sector to sector.

The intervention of the state with respect to the utilization and spatial
distribution of capital can be summarized under four central headings: (a)
the creation of general material conditions for the utilization of the in-
dividual capital units (i.e. infra-structure); (b) the creation and enforce-
ment of a general framework of law; (c) regulation of the conflict between
wage labor and capital, not only by means of law, but also through use of
police and military forces; (d) securing the existence and expansion of
national capital as a whole on the capitalist world market. By influencing
the law of value and the formation of an average rate of profit the state
both modifies and guarantees the realization of this law. The State
modifies it by withdrawing part of the newly produced value from its
normal pattern of distribution according to the law (e.g. taxes). The state
functions as a guarantor of the law of value by helping to secure its opet-
ation. It both sustains and modifies the spatial distribution of capital (and
hence the agglomeration of urban structures) in many specific ways:

(a) Conditions of production financed or directly allocated by the state
have the same use value as those produced as commodities by capital for
sale on the market. They increase the productive power of labor. The
spectrum of state intervention in regional and local conditions of produc-
tion includes financial measures, policies influencing the regional struc-
ture of industry, and infra-structural policy (e.g. state production and
distribution of energy). In these ways the state changes existing regional
and local differences in the conditions of production and urban structures
themselves. The state also works towards the equalization of the condi-
tions of production (e.g. by expanding and thus increasing the acces-
sibility of the infrastructure). Thus by permitting better communication
between existing agglomerations, new potential locations for investment
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and agglomeration are created as a by-product. The state is also in a
position to finance the infrastructural preconditions for opening up new
regions. On the other hand, the state also perpetuates existing inequal-
ities to the extent that it is forced to provide the external conditions of
production (infrastructure) in those areas where they are already in
demand, i.e. to maintain or improve the conditions for the extraction of
surplus profit by individual capital units in specific regions and cities.
(b,c) The creation and enforcement of a general framework of law pro-
vides the non-material conditions of production for the capital units. This
ensures (guaranteed by the omnipresence of the police and the courts),
that existing exchange relationships can be expanded.

(d) The state secures the existence and expansion of the national capital
on the world market and the regulation of the internatinal flow of money
capital, commodities and labor-power, which has a two-fold effect: first, it
promotes the development of a national framework of production and ex-
change within which the advantages of various agglomerations can be
compared and related to one another; second, expansion beyond the
national market means that changes in the conditions of production
become dependent on the functioning of the law of value on the world
market. Production conditions are thus externally determined and capital
compares the advantages of different locations internationally.

This relationship between the development of individual capital units,
the conditions of reproduction, state transfers of money, and state-finan-
ced and allocated use-values is both complementary and contradictory.
The interests of individual capital units correspond to a decentralized
mode of @d hoc allocation of necessary conditions of reproduction by the
state. Local government allocations enhance existing local advantages in
response to the requirementé of local capital. But the interests of indi-
vidual capital units contradict state allocations of the conditions of pro-
duction which relativize the advantages of location of traditional urban
aggolmerations, (e.g. by the provision of infra-structure for *‘internal
colonization’’). Historically, state allocation of the new value produced in
particular cities and regions which is extracted in the form of taxes and
fees, did not occur just within the limits of the location in which the new
value was produced. This value was rather centralized in a financial fund
and re-allocated by the state in a general process of financial accomoda-
tion between the various regions and cities.

The inter-relationship between capitalist development and state policies
results in more than regional differentiation in general. It results in
specific contrasts between city and countryside, a reciprocal relationship
within which both development and underdevelopment are reproduced.
This is not logically deducible from the structural model of capitalist
society, but must be studied in its concrete historical development. The
establishment and development of capitalist production and urban centers
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is a process of uneven development. The imprints of pre-capitalist struc-
tures are still to be found in urban structures. The various stages of one
or more modes of production exist not only subsequent to one another but
also simultaneously. The most significant stages are: first, the historical
establishment of the capitalist mode of production in Europe takes place
in various pre-capitalist municipalities, which capital restructures. At the
same time previous modes of production continue to exist in the sur-
rounding area. In this respect the contradiction between city and country
manifests itself as a contradiction between different modes of production;
second, the consequent superimposition and replacement of pre-capitalist
structures and the opening up of new regions by individual capital units is
not simply a repetition of what had taken place before. Some specific
characteristics of backwardness in certain regions, (e.g. low wage levels)
now become favorable locational factors. The contradiction between city
and country and differing standards of living in various villages, cities
and agglomerations appear as development and under-development re-
produced by capitalist relationships themselves; third, the perpetuation
and intensification of the contradiction between city and countryside
within a national framework is less significant today. The comparision of
potential locations by capital units increasingly takes place on a European
and even world scale. In this way, the developmental differences between
European periphery an metropolitan areas becomes greater. Not only do
the ‘‘advantages’ of various underdeveloped regions within the metro-
politan countries become more relativized, (6) but even the further
development of these agglomerations is no longer exclusively determined
by the deglomeration effects produced within them. Rather, this process
is increasingly influenced and determined by the number of cities, loca-
tions and regions now entering into the international competitive network.
The retrogression of agglomerations is comprehensible within an
international framework of analysis alone. (7)

II. The Necessity for the Modification of State Intervention with Respect
to the Spatial Differentiation of Urban Structures.

In the traditional complementary relationship between state policies
and capital development, the phenomenon of differing and contradictory
social and economic development in the various regional areas plays a
subordinate role. Nevertheless, the state policies had significant (and
unintended) effects on the process described above. The first efforts at
regional planning by the central state were land use policies that reached
existing municipalities. Their aims were so general that they were no
more than commentaries on the divergent development of cities and
countryside which was taking place. In the Federal Republic of Ger-
many, attempts at regional planning through financial subsidies ranked
very low on the priority scale of state policies as measured by the amount
of money expended. At most, they alleviated some of the social conse-
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quences of city-countryside development and underdevelopment through
subsidizing middle-class structures outside metropolitan areas. On the
other hand, direct state economic policies (which were most significant)
mainly intensified developmental differences. ,

State economic activities which are important for differential regional
development can be summarized under the following general categories:
(1) State infrastructual policies: Planning, operating, and financing con-
ditions for the reproduction of capital which the development of capital
requires but which cannot be provided on a profit basis assume a key
position in the intensification of the contradictions between city and
countryside. Decentralization modes of allocation and planning of urban
infrastructures in accordance with local and regional needs helped to
maintain and expand advantages in the conditions of reproduction in
limited areas. This complementary relationship between local capital and
government reinforced and further intensified differences in develop-
ment. (8)

(2) State structural policy: The direct intervention of the state into the
particular conditions of reproduction of individual capital units through
the allocation of financial inducements was concentrated on the most
rapidly developing branches of the economy and the major agglomeration
centers favored by those branches. Regional structural policy-makers put-
sued a strategy of social appeasement, z.e., industrial structures with
below average productivity were subsidized without opening up new
avenues of development. Or, in the course of state-enforced structural
transformation, for example, they incorporated peasants into the labor
force in agricultural areas, increasing the city-countryside polarization.

(3) Cyclical policy: Attempts; to cope with the symptoms of industrial
cycles on a short term basis had the effect of differentiating between
regions. Cyclical crises not only increase the centralization of capital,
particularly smaller capital units and regions with less diversification of
production, but also influence the degree of spacial concentration of
capital. A restrictive state budgetary policy intensifies the spatial con-
centration by making cuts in those infrastructural services and financial
support where state support can be effective only on a long-term basis.

For many years the societal and regional consequences of the comple-
mentary relationship between private capital development and state
policy have been ignored. But in recent years it has become necessary to
reform state policy partly because crises in the countryside were inten-
sified, and partly (this being essentially new) crises appeared in precisely
the most advanced areas of agglomeration. These latter crises are a bar-
rier to further capital development and also to the maintenance of state
services in these areas. The state first began to alter the complementary
relationship between state policy and capital concentration in those areas
where these problems occured the most rapidly and at the highest level.
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Isolated compensatory policies, such as the classic type of regional
structural policy in rural areas, required the expenditure of money from
state funds which had relatively little impact on the pattern of capitalist
development. Even in the eyes of official critics, regional structural policy
merely subsidized the costs and production prices (designed to influence
businessmen’s decisions as to the location of their enterprises) without
changing the geographic pre-conditions of alternative locations themsel-
ves. Regarding the necessary minimum standard of infrastructural
supply, costs to the state are increased by a decreased concentration of
the population and capital in areas of agglomeration because additional
financial support per capita for any decrease in the density of the pop-
ulatoin in declining areas is needed. (9) The existing urban structures and
their expanded reproduction in areas of agglomeration generate further
increased costs. The growing separation of the functional elements of the
reproduction process requires extensive transportation facilities. The lack
of space and a general rise in the price of the environment and a worsen-
ing of living conditions require compensatory measures. If these and
other mechanisms are not to enter into the costs of the specific capital
units (Z.e., if they are not to become perceived as location disadvantages),
state agencies must make compensatory investments in order to maintain
local advantages and urban development. The securing of minimal supply
facilities in underdeveloped areas, on the one hand, and the reproduction
of over-agglomeration, on the other hand, required the subsidized main-
tenance of profitable reproduction for the individual capital units. The
individual capital units thus produce in a socially wasteful manner. This
results in rising state expenditures and, in the long run, a general fall in
the average rate of profit.

State externalization of the losses of private production is no new
phenomenon. However, the problem has reached such proportions in the
Federal Republic of Germany that measures have been taken to reform or
transform this particular capital-state relationship. Putting aside the
specific circumstances which made a policy change necessary, (10) we can
indicate the central characteristics of the present period of transition.

(1) The Rise of Contradictory Factors in the Complementary Relationship
Between Capital and State Intervention: As we have seen, state policy in
the past reinforced ‘“‘natural’’’ processes of regional differentiation and
agglomerated development and compensated for the socially negative ef-
fects. Now the state is forced to intervene directly and correctively in this
process, thus contradicting specific local and regional interests of the
capital units themselves. The latter must rationally invest the funds avail-
able for infrastructural and structural policy, but the concurrent state
“‘calculi of optimality’’ with respect to regional development and the allo-
cation and the internal organization of municipal structures do not always
coincide with the immediate demands of capital. Thus, a comptromise
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must be sought.

(2) Centralizgtion of Responsibility and the Delegation of Tasks: An ef-
fective policy aimed at correcting the process of regional differentiation
utlimately depends for its success on converting the complementary
relationship between local capital units and communal and regional
governments into a looser one. It further depends on the degree to which
the central state can influence these local and regional governments in
the interest of capital as a whole, as well as the degree to which it can
delegate necessary tasks to the respective regional and community levels
of government.

(3) The Regionalization of State Development Policies: The incorporation
of the problem of regional differentiation and the internal organisation of
urban structures into an economic growth policy of the state requires
more than isolated regional structural policy. It becomes necessary to
regionalize the vatious spheres of central policy-making themselves to ef-
fectively co-ordinate them with the plans and programs of regional
development policy. :

(4) Reform of the Means of Implementation of State Intervention: A pro-
cess of adaptation within the administrative bureaucracy is both a con-
dition and a consequence of the transformation of state intervention we
have described. Reform of administrative structure can take the form of
new territorial delineation or changes in the inner workings of admin-
istrative agencies in order to avoid unintended policy conflicts. At the
same time a reorganization of the system of taxation and disbursement,
as well as the modes of state investment and budgetory planning, also
becomes necessary. . ;

1II. The Role of the Local Gg’uemment in Restricting and Modifying State
Intervention.

An examination of the changing significance of local community
planning and its tasks is important because the community is the focus of
most political initiatives and struggles concerning problems of living

conditions. The traditional tasks and the relative autonomy of the com-

munities within the German federal framework served both as a restric-
tion on and as the object of reforms in the mid 1960’s. This can be briefly
illustrated with respect to the characteristics described in section II

(1) Rise of conmtradictory factors: A major portion of state finances
(roughly one fourth) was decentrally consumed, invested, or transferred
by particular communities. On the income side of the ledger, federal
funding rose steadily. But well over one-half of local budgets came from
local tax income, three fourths from business taxes alone. The expendi-
ture of this state income mediated by community competition for indus-
tries with growth and development potential was determined by local and
regional interest-constellation of capital. Industry already located in the
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community was guaranteed a high degtee of influence owing to the finan-
cial dependency of the locality. (12) Most communities possessed neither
the economic nor the political power to modify the legal framework within
which the reproduction of capital took place.

In this situation, state policy-making was forced to act according to
disparate ad hoc requirements. This resulted in intensified contradictions
between highly developed agglomerations and less developed areas with
all the negative consequences both for the state and the individual capital
units which we have described.

(2) Centralisation of responsibility: The lack of centralization in individual
areas of policy-making seriously restricted the state’s capacity to make
policy on a regional basis. The communities’ contribution to investments
in infrastructure (so significant for regional differentiation and municipal
development) is much greater than their contribution to the state budget
as a whole. (13) The utilization of these funds according to local or
regionally limited optimalization calculi (i.e., the decentralized mode of
planning and allocation of infrastructures) created a major bartier to ef-
fective state wide development policy. Canversely, there was no method
of forcing the communities to contribute to the costs and to participate in
the tasks of even traditionally centralized anti-cyclical budgetary policies.
(3) Regionalization: Not even the remaining (and relatively substantial)
funds still available to the federal and state governments were spent for
regional goals; nor wete these expenditures even regionally coordinated.
Their allocation took place according to individual department level
planning. With respect to the intended regional policy, there existed a
two-fold dilemma: on the one hand, the state was deprived of significant
financial means and areas of intervention due to relative decentralization;
on the other hand, the existing guidelines and programs for regional
planning were not binding for the various departments.

(4) Reform of the means of implementation: In addition to the state tasks -

and distribution of responsibilities we have described, there were other
problems, e.g. the inefficiency of local bureaucracies and the legally-fixed
and traditionalized modes of levying, allocating, and planning finances.
There were many small entities which could provide neither business-like
efficiency in their administrative activities nor financial services for the
continuation and expansion of social and economic development. Con-
versely, classic metropolitan areas found themselves threatened by
stagnation and a drying up of financial resources, as a result of fixed
community boundaries and an exodus of fitms with development poten-
tial. With a large part of budget resources tied to the existing local level
of industrialization, the exclusively formalistic approach to revenue-shar-
ing and the impossibility of estimating in advance or even controlling
community contributions to state expenditures and receipts made a
reform of the system of revenue sharing and the position of the com-
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munities within this complex urgently necessary.

By 1973, a large number of the state reform measures which apply
specifically to communities had been implemented. (Another part of this
program is still in the planning stage.) With reference to the character-
istics delineated in Section II, we can make the following points with
regard to the position of the communities.

(1) Rise of contradictory factors:

At the state and federal government level, the concept of a hierarchical
“‘central locality’’ arrangement of urban structures has become accepted
as a guideline. For the less developed rural areas, this means that state
support is concentrated in a few key areas with high development po-
tential, in comparison with traditional wide-spread maintenance subsi-
dies. If this can be enforced in the interest of big capital and against that
of medium-sized capital and lagging firms, the concept of hierarchical
multicentered urban development within particular agglomerations still
remains difficult to realize. The more powerful central state determination
of the mode of reproduction of capitalist urban structures seems to be
heading in the direction of an extended reproduction of the same 7ono-
centric type of municipality (including the accompanying heavy social
costs). But the effects of the central-locality model on the individual
communities is different. The intensification of internal differentiation
both in rural areas and areas of agglomeration (i.e. the concept of con-
centrating on a few key areas) means supporting the development
potential of a few areas at the cost of supporting many different areas.

(2) Centralisation of responsibility:

The concentration of political authority with the aim of enforcing the
new concept of regional and municipal development took place in Get-
many with the passing of the ‘‘Stability Act’’ of 1967 and the ‘‘Finance
Reform Act’” of 1969. (14) The centralization and coordination of a
number of responsibilities which had previously been exclusively within
the authority of the communities and the states took place mainly in the
field of infra-structural and structural policy-making (e.g. establishment
and expansion of universities; improvement of regional economic struc-
tures; educational planning; promotion of scientific research; promotion
of municipal construction; hospital financing; and the allocation of funds
for housing programs). This meant that supporting the development
potential of a given community was no longer based on formal legal and
supervisoty criteria, but rather on the way that federal or state govern-
ments classified the development potential of the various communities
and provided infra-structural and structural funds (the expenditure of
which was limited to certain specified purposes) according to regional or
national optimalization calculation and requirements. The Stability Act
forces the communities to contribute to the cost of decentralization, anti
cyclical budgetary and monetaty policies. The general limitations on
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governmental expenditures, as well as the limit on the amount of credit
the communities can have based on criteria relevant to the economy as a
whole, subordinates them to regional variations in the business cycle. It
also subjects the communities to the ups and downs of the national
business cycle, mediated by centrally-controlled crisis management
programs.

(3) Regionalization:

State development plans and the Federal-Planning-of-Regional-Devel-
opment Program (Bundestraum ordnungsprogramm) are attempting to
determine the policies within the individual departments that are most
important for regional planning, and to relate the work of these depart-
ments to regional development goals. Diverse possibilities for the exer-
cise of state influence for improved spatial concentration of the conditions
for the reproduction of capital are combined and coordinated. The result
for the communities will be a more accurate defination of their develop-
ment potential and greater assurance with respect to the measures they
can expect from the state or federal government.

(4) Reform of the means of implementation:

The reform of regional and local governments taking place in most of
the states at the present time entails interrelated fundamental territorial
and functional changes. Many tiny communities are being dissolved.
Between mid-1969 and 1972, the number of communities in the Federal
Republic dropped by 38 per cent. In the new and larger communities it is
easier to implement the concentration of funds desired by the state within
expanded territorial boundaries. While the incorporation of smaller com-
munities into the agglomerations does open up the formal possibility of
multi-central development in a newly created planning area, it also serves
de facto to break down temporaty batriers to expanded mono-centric
development. Functional changes are based on the fact that in the cities
(15), states (16) and federal government the importance of planning units
for coordinating the other departments is increasing. Conversion com-
missions made up of representatives of the federal government, the states
and the community organizations have been established. (17) The
Stability Act and the Finance and Community Finance Reforms have
reduced the proportion of income derived from local taxes while the pro-
portion of partially use-designated financial allocations from the state has
significantly increased. (18) These changes are expected to facilitate the
implementation of state programs for the communities. They also serve to
loosen the tight complementary relationship between local industrial
development and municipal development and to tie both more closely to
the planning and finance programs of the states and the federal govern-
ment.

These changes mean that the successful implementation of state
planning requires significant improvement in the quality and execution of
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planning by the communities. (19) In connection with these reforms and
their consequences for the situation of the communities, we can point to
some of the ensuing problems which will require further study.

If the state attempts to confront the deficiencies inherent in the
capitalist mode of production and distribution by improving the internal
efficiency of the state mechanism itself, we must investigate to what ex-
tent this has been possible up to now, together with the identifiable ef-
fects of this course of action for the development process of urban struc-
tures. How are the general economic and political restrictions of state
interventions actually mediated? For instance, how does the *‘fiscal
crisis” fit into this particular context? To what extent do these restrictions

(‘really intensify the need for reform? To what extent do they restrict the
possibilities for actually implementing these reforms? (20) Further, we

need to examine more closely the complex we described above (section I)
as the emergence of contradictory moments in the relationship between
the state and the individual capital units. To the extent that state inter-
vention occurs in opposition to, rather than in cooperation with local
capital interests (e.g. when it is not a matter of improving local produc
tion conditions but putting a stop to their destruction in an agglomeration
center by means of environmental controls), the freedom of action for
state policy decreases, while the necessity for action becomes more
pressing. The same claim can be made with respect to the divergence
between state guidelines and concepts for a ‘‘central-locality’”’ model

oriented distribution of state infra-structures and the location and

development according to individual business interests. To date, all of the
corrective measures of the state in this direction have been frustrated by
the **brutum factum’’ of traditional agglomeration complexes.

#
IV. Urban Structures, Staté Intervention and the Reproduction of Labor
Power.

On the basis of our discussion of the causes and patterns of the
capitalist contradictions in urban structures, we will attempt to draw a
few critical conclusions with respect to the tactics and goals of community
organizing ("’citizens’ initiatives’’). Our critical remarks concern the
following general points: (a) Practical action in urban areas is often purely
locally oriented; (b) The problems in the factories are separated from
those in the residential areas; problems of work from those of leisure
time; the process of production trom the process of reproduction; (c) The
related acceptance of present forms of action as community organizing
(whether these actions are accepted or criticized and rejected) is naive.

(a) We have attempted to demonstrate that the problems that are the
focus of local organizing are almost invariably problems of more than a
local nature. On the one hand, these problems encompass all the
phenomena of the poverty of public services which today are typical of the
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situation in all developed capitalist countries. The capacity of individual
communities to achieve even marginal changes in their situation (e.g. by
the reallocation of scarce budgetary funds) is strictly limited. The com-
munities are caught up in a competitive struggle with each other, which
narrowly circumscribes their range of action. On the other hand, there are
the specific problems of the uneveness of regional development resulting
from the spontaneous effects of the law of value. Over-agglomeration in
one area and under-development and stagnation in another area mutually
cause one other. Any political plan to modify this situation in the interests
of the workers would have to approach the problem in a comprehensive
way. In addition, the breakdown of major agglomeration centers as a
result of the supra-national organisation and orientation of big capital (the
Ruhr valley area is an example of this development in the Federal
Republic) demonstrates that the context for practical counter-action
cannot be locally limited, and that at the locality where the conflicts mani-
fest themselves, the close linkage between industrial production and the
reproduction of both its human and its material conditions must be taken
into consideration. Here there exists bozh the problem of inner-plant
structures and conditions of production and the problem of living condi-
tions provided by the communities. Correspondingly, this problem
demands intervention by the state or federal government in the com-
munities in terms of both structural and infra-structural policies. If com-
munity organising efforts are not to lag behind the state actions them-
selves, these efforts need to be involved not only with local authorities,
but also recognize that the conditions in the cities and in the plants are
both elements of the same problem whose universality is becoming
increasingly evident.

(b) The confrontaton of ‘‘citizen versus the state’’ and concentration of
attention on the sphere of reproduction are only one aspect of the real
problem, i.e., the determination of the value of labor power under
capitalist conditions. Although theoretically deducible and economically
determined, ultimately the value of labor power is in fact determined by
the power relationship between capital and labor. It contains two aspects;
the quantitative aspect of exchange-value and the qualitative aspect of
use-value. The quantitative aspect was at the core of the union struggle
between wage-labor and capital. However, during the course of this
struggle, numerous changes occured. The socialization of the process of
the reproduction of labor power began to manifest itself in state
mediation of the quantitative magnitude of the value of labor power. The
price of labor power in its exchange relationship with capital diverged
more and more from its value because state services (i.e., non-capitalist
production) flow into the va/ue of labor power as material elements. If the
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social character of the reproduction process of capital was recognizable at
an early stage in capitalist society as the productive consumption of labor
power, it is also true that wotkers’ consumption is simultaneously the
process of the production of labor power, which is increasingly socza/ in
nature.

This social process cannot be directly provided by capital itself. It must
be mediated by the state. This means that the struggle over the value of
labor power must of necessity transcend the level of the individual state
itself. At the same time, the forms of struggle over the mass of surplus
value and variable capital change and expand. This takes place in the
struggle in the plants over the intensification of work and wage-cuts or
through confrontation with the capitalist state over state budget alloca-
tions for education and health services. The price of these services used
to be contained in the individuals wages. Its removal is due in part to the
increasingly social nature of the process of reproduction and (when not a
concession won by the workers themselves) is aimed at reducing the
growth in value of their labor power. All of these struggles rotate around
the same central point, the quantitative determination of the value of
labor. The focus of the struggle at a given time can be at the point where
the adversary makes his attack. (21) It is foolish to treat these points of
attack (within the work place as ‘‘worker’’ and outside it as ‘‘citizen’’) as
separate or to juxtapose them to one another. Particularly with regard to
the (state organized) social reproduction of labor power, the abstract
assignment of a part of social wealth in the form of exchange-values is re-
placed by concrete determinations and use-value. Exchange-value and
use-value are inseparately linked. Is the compulsory model of consump-
tion and living conditions merely to be extended or is it to be changed?
Are individual or collectivesforms of consumption to be given priority?
How does one choose to attack the class nature of collective consumption
and the miserable quality of the use-values available in this sphere (which
will not change as long as the privileged few can appropriate these goods
and services privately). The present model of consumption is distorted. It
is aimed at creating an artificial individualization of the workers and
employees as willing consumers. The state-mediated portion of consump-
tion (social reproduction of labor power) reduces both the mass of surplus
value which can be invested and that which can be realized by the capital-
ist; thus it is held to an absolute minimum. This means that non-capitalist
production by the state (even when it is functionally related to capitalist
production), is in permanent conflict with capitalist production. In a two-
fold sense, the conflicts in the cities and the plants are elements of one
and the same problem: the struggle over the value of labor-power. First,
because labor-powet’s quantitative definition is mediated by the state,
facilities such as schools, hospitals, traffic systems determine its value (as
well as wages). Secondly, because within the context of the socialization
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of the reproduction of labor power, the present capitalist mode of con-
sumption and living cannot be accepted. The struggle over the concrete
determination of use-values involves both collective as well as individual
consumption. ,

(c) This conception of the coordination of workers’ struggles means that
we cannot dismiss civic action groups either as ‘‘bourgeois’’ activism
exclusively concerned with the problems of specific strata of the popual-
tion and marginal problems. Nor can we accept these actions as the form
of organisatoin adequate for the truly substantive problems. In the
Federal Republic, citizens’ initiatives seem to be filling a vacuum.
Workers and employees have already recognized that the problems of the
cities increasingly affect their living conditions and prospects and that
their political position concerning the labor process and the community’s
quality of life are two sides of the same coin. However, the workers’
unions (who seek to maintain the value of labor power) are not ready and
able to mount struggles around the quality of community life. Instead,
there has been spontaneous practical resistance outside of the union
movement. An immediate goal should be to get the unions to take up and
organize this resistance. In contrast to citizens’ action groups, the unions
are in a position to engage in these struggles in an effective way. They
are not locally detached from one another, but rather organized as
national organizations. The unions are not bound to represent the lowest
common denominator of a conglomerate of interests, but rather the real
interests of the working class. Through their practical work, they can
mediate between the plants and problems which arise outside of them;
they can clarify the relationship between the internal structure of the

plants and the structures to be found in the cities of a given region. Their

classic adversary is not primarily and exclusively the state, but rather
capital itself. Finally, the method of struggle cannot primarily mean
integration into existing bodies of the state, but must center around the
autonomous organisation of a counter-force.

Attacking regional problems is the adequate articulation of the classic
task of the unions. (22) It is not a question of replacing union struggle
with primarily party tasks. However (and European developments as a
whole evidence this) class struggle is becoming more and more not
merely a quantitative question of ‘‘how much’’, but rather a broad and
inclusive struggle involving all spheres concerning the determination of
the value of labor power. This makes it imperative to transcend the-
“‘almost technocratic separation of the working and living fate of the
masses, working time and spare time, producers and consumers’’ (23) and

to develop a materialistic explanation for this inter-relationship, if we are

to achieve the goal of comprehensive social emancipation.
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notes

1. Traditionally the concept of ‘‘city’’ meant more than a political entity. It encompassed
the local unity of production, trade or exchange and consumption. This conception is
becoming more and more obsolete in the face of increased socialization and division of labor,
in the face of the multiplication of large scale interdependencies. We use the concept of
‘‘urban structures."’

2. D.Llapple, Staat und allgemeine Produktionsbedingungen (The State and the General
Conditions of Production), Betlin (West), 1973, pp. 71ff. -

3. Evers/Fester/Harlander/Hiss, **Verwaltungsregorm als Bestandteil von Landespoli-
tik—Das Heispiel des Ruhrgebiets’’ (Adminstrative Reform as an Element of State Policy-
Making—The Ruhr-Area Experience) in: Stadtbauwelt, 39/1973.

4. On the role of private property ownership in the functional context of the city, cf. E.
von Einem, ‘‘Zur Entshehung und Funktion des Stadtebauforderungsgesetzes’’ (On the
Genesis and Function of the Municipal Construction Promotion Act), in: arch, 16/1972.

5. Cf. Elmar Altvater, ‘‘Notes on some Problems of State Interventionism’’, in: Kapital-
istate, 1/1973, p. 96.

6. Cf.Ernest Mandel, Der Spatkapitalismus (Late Capitalism), Frankfurt, 1972, p. 80.

7. E.g., in the Federal Republic of Germany, the migration of the steel industry from the
Ruhr Area to the more advantageous areas within Europe (i.e., the coast of Holland and the
French Mediterranean coast) leads to the stagnation, degeneration and decline of urban
structures.

8. Central government infrastructural policies only existed in certain areas of highway
construction and railway traffic, in certain sections of housing policy, etc. A large part of
state infra-structural services were planned and executed by the states and the communities
themselves; for the most part the states and the federal government only participated in the
planning process of the communities with respect to the formal aspects of revenue-sharing
(this, e.g., in the fields of educational facilities, the hospital system, community traffic and
highway facilities, etc.)

9. K. Topfer, Rgionalipolitik und Standortentscheidung (Regional Policy and Location

Decision-making), Bielfeld, 1969, p. 100; and R. Jochimsen, Raumordnung und Marktwirt-
schaft’” (Regional Organization and the Market Economy), in: Informationsbriefe fue Ran-
mordnung, Stuttgart, 1969, R. 3.4.1.

10. In the Federal Republic, seperal factors came together: the cyclical crisis of the years
1966/67, a critical structural changt in the field of energy supply closely connected with a

regional crisis of urban structures in the Rhein-Ruhr aggolmeration area (one of the major »

coal supplying and refining areas) and certain infrastructural deficiencies (for instance, the
crisis in education).

11. Here, we are not primarily interested in the changes in community planning made
by individual communities under the immediate pressure of crises and problems, but in
those changes which are either sanctioned or rendered mandatory by higher-level
authorities. '

12. Itis precisely this situation which makes community efforts to implement industrial
structural transformation particularly difficult in many instances; in the smaller cities,
middle sized industries fear the competition of newer and larger industries on the labor
market; the same can hold true for major branches in the agglomeration centers threatened
by stagnation, The means available for exerting influence on political authorities are quite
disparate in this respect; they range from overlapping personnel among the administrative,
political and private enterprise functions to threats of moving the location of their enter-
prises for political reasons. .

13. On the average, two-thirds of all public investments for construction, and 80 per cent
of all material investments, were undertaken by the communities. CF. A. Evers/M. Leh-
mann, 0p. ¢it., p. 115. ‘

14. “Gesetz zur Forderung der Stabilitat und des Wachstrums der Wirtschaft,”
(Economic Stability and Growth Promotion Act) dated June 8, 1967, Bundesgesetzblatt, I, p.
582, Grundgestznovelle (constitutional amendment) dated May 12, 1969, Bundesgesetzblatt,
I, p. 359.

15. At the city level, special desks to be set up for ‘‘city development planning’ are
being organized parallel to the general administration and immediately subordinated to the
top levels of the administration.
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16. In 1967 in North Rhine-Westphalia, a planning and coordinating staff was set up
within the office of the minister president. This staff is currently responsible for the signifi-
cant areas of state planning, structural policy and infrastructural highway and traffic
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HEGEL AND THE STATE

" Boulder Kapitalistate Collective in collaboration with Margaret Fay*

L. Introduction

Can a highly abstract theory of the state advanced by a German phil-
osopher a century and a half ago be of more than antiquarian interest to
modern Marxists, most of whom are absorbed in practical political
struggles? Shlomo Avineri’s latest book, Hegel's Theory of the Modern
State which argues that Hegel’s ideas on the state should be of vital con-
cern to contemporary Marxists, stimulated us to undertake our own collec-
tive study of Hegel’s political theory. By way of introduction, we would like
to outline the relevance of Hegel of living Marxists.

On the simplest level, familiarity with Hegel’s theory of the state
deepens our comprehension of Marx’s own political thought. We are con-
vinced that much, if not all, of Marx’s work (and not merely his early
work) was a continuous (though for the most part, latent) dialogue with
Hegel, a dialogue in which Hegel figures as both inspiration and anta-
gonist. Therefore, understanding Hegel’s position illuminates the
structute and the substance of Marx’s own writings.

Secondly, Hegel’s theory of the state provides a valuable object Jesson
in the use of dialectic method. This method, so fundamental to Marxist
thought, yet so elusive, is poorly understood by many self-declared
Marxists and is often dragged in as a shallow justification for every sort of
logical atrocity. By ‘‘object lesson’’ we mean that Hegel’s theory of the
state presents us with a sustained attempt to apply dialectical thinking to
a problem of immense practical significance, an attempt which at once
clarifies the intrinsic nature of dialectical method and emphasizes the
constrictions this method must endure within its Hegelian form. Hegel’s
theory of the state shows us how the dialectic method may be used to
uncover the logic of social process, why it is uniquely suited for historical

*Members of the Boulder Kapitalistate Collective are Anatole Anton,
Martha Gimenez, Ann Markusen, and Thomas Mayer. Margaret Fay is a
member of the Bay Area Kapitalistate collective. We would like to thank
Eric Margolis for commenting on an earlier version of this paper; and
Thomas Long for reading successive drafts and for his patient and
insistent explanations that rescued us from misinterpreting some of the
more subtle nuances of Kant and Hegel.
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investigations, how it reveals the complex unity of social reality, and why
the dialectic method—whatever the intention of its user—has an inher-
ently critical thrust. Paradoxically, the theoretical and political differences
between Marx and Hegel may actually enhance the latter’s pedagogical

effectiveness for Marxists, since these differénces enable the attentive

reader to unravel the dialectical method, and to distinguish the method
Der se from the substantive positions of these great thinkers.

Thirdly, the compelling power of Hegel’s overall conceptualization can
provide rather startling perspectives on both historical processes and
political institutions. Despite the remote abstractness and grandiose
idealism of his concepts, it is possible to reformulate them within the
framework of historical materialism, in order to further our own under-
standing of the modern state and to decipher the mystifying appearance
of the modern world as an ever-changing complexity.

Finally, we have been most impressed by the penetrating insights that
Hegel’s theory of the state provides for the meaning of freedom. Freedom
is perhaps the most used and abused shibboleth of twentieth century
political ideology. In recent times, the ideological expression of class
conflict has typically been a dispute over the meaning of freedom and
over the methods appropriate for its realization. The theoretical equip-
ment of Marxists has not always been adequate for the struggle. Current
discourse among Marxists themselves has suffered from the lack of a
satisfactory notion of freedom. Some Marxists have even lapsed into the
vocabulary and thought patterns of romantic idealizers of individuality. In
contrast, Hegel’s theory of the state starts from the premise that freedom
is the practical and political expression of the human capacity of free will.
This concept of freedom, emphasizing collective political action as the
practical realization of free will, is remarkably congruent with the intent
and practice of contemporary revolutionary struggles. By studying and
appropriately reformulating the Hegelian concept of freedom, Marxists
can construct an intellectual foundation from which to conduct a politically
effective and morally honest defense of revolutionary struggles.

In summary, we feel that a reexamination of Hegel’s political writings
is adequately justified. OQur paper has three major objectives: (1) to pro-
vide an introductory exposition of Hegel's overall conceptual schema
(Sections II and III); (2) to outline Hegel’s theory of the state, empha-
sizing those aspects most influential in shaping Marx’s own political
analysis (Sections IV-VII); and (3) to offer a critical assessment of the
interpretations made by Avineri in his book Hegel's Theory of the
Modern State (Section VIII). We conclude with our own assessment of
Hegel’s relevance to the modern age (Section IX).

II. Hegelian Dialectics (1)

Hegel developed his epistemology out of a prolonged confrontation with
Critical Philosophy, the intellectual heritage of Kant. According to Kant’s
analysis of the process of cognition—which he called ‘‘The Transcen-
dental Unity of Apperception’’—the very structure of the human mind
spontaneously organizes the full range of experience available to the
human individual. This organizing structure is inherent in the human
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mind, and is not derived from sense impressions impinging from the
external world.

Kant claimed that @ priori categories of the mind give form to the
content of sensible external reality. All cognitions about reality must be
formed in terms of these @ priori categories which are gclvc in number
and include space, time, substance, and causation among others. The
human mind can only gain knowledge of phenomena, that is, sense data

filtered through these @ priori transcendental categories. Imprisoned

within the confines of its own structure, the mind can never comprehend
things-in-themselves, the objective realm independent of the constituting
subject, which Kant calls noumena. Consequently, the thinking subject—
insofar as she (2) is confined within the categories of theoretical reason—
and the existing object fall into radically separate realms (3).

Hegel reacted strongly against the Kantian epistemology, which he
argued drastically restricted the scope of reason. The separation between
subject and object resulted from the artificial fixity which had character-
ized the attempts of previous philosophers to conceptualize the relation-
ship between the knowing subject and the known object. Neither subject
nor object, Hegel claimed, should be conceived as stable entities, but
rather, as two moments in a single process of becoming.

Hegel's concept of becoming requires careful explanation. Becoming
refers to an epistemological structure in which both subject and object
undergo a ceaseless and unified process of self-transformation. The
knowing subject and the known object continually dissolve and recreate
themselves, and in the process of this dissolution and recreation
thoroughly interpenetrate one another. The reunification between subject
and object is possible because on the most ultimate level, subject and
object are identical. Exterdal objective reality must be understood as a
continually transforming consequence of activities by the thinking
subject. Conversely, the thinking subject achieves reality only through
activities which continuously create and recreate the objective world.

Hegel sharply rejects the Kantian distinction between the Arowing
subject (Kant's theoretical reason) and the ac#ing subject (Kant's practical
reason). Thought and action, theory and practice, can be separated
neither empirically nor analytically. Similarly, the object of knowledge is
necessarily the object of moral action or human practice. Hence, the pro-
cess of knowing must not only trace the ‘‘becoming’’ of the object of
knowledge, but must actually join in the movement of that ‘‘becoming’’
process.

The effort of reason (i.e., the knowing subject) to comprehend the pro-
cess of becoming is what Hegel calls dialectics. Hegel develops the dia-
lectical method in the context of a general theory of logic which dis-
tinguishes several levels of cognition:

In point of form Logical doctrine has three sides: (a) the Abstract side
or that of understanding; (b) the Dialectical, or that of negative
reason; (c) the Speculative, or that of positive reason.

(Hegel, 1975: 113)

The first of these, the level of understanding is the level of formal logic
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that acquires its most fully developed expression in Kant’s Theoretical
Reason. From Hegel’s perspective, it is clearly an inadequate mode of
knowing. It treats objects of knowledge as separate and, for purposes of
analysis, as fixed. Thus, understanding does not constitute an adequate
logic of process. The attempt to apply ‘‘understanding’’ to a reality whose
essential constituent is process generates contradictions such as the
famous Kantian antimonies.

...Kant. .. never got beyond the negative result that the thing—in
itself is unknowable, and never penetrated to the discovery of what
the antinomies really and positively mean. That true and positive
meaning of the animonies is this: that every actual thing involves a
coexistence of opposed elements. Consequently to know, or, in other
words, to comprehend an object is equivalent to being conscious of it
as a conctete unity of opposed determinations.

(Hegel, 1975: 78)

Hegel elaborates his criticism of the Kantian analysis of cognition as
follows:

Thought, as Understanding, sticks to the fixity of characters and
their distinctness from one another: every such limited abstract it

treats as having a subsistence of being of its own. '
(Hegel, 1975: 113)

The Dialectical mode of cognition makes possible a deeper compre-
hension of the objects that ‘‘understanding’’ cannot adequately grasp.

In the Dialectical stage these finite characterizations or formulae
supersede themselves, and pass into their opposites . . . in its true
and proper character, Dialectic is seen as the very nature and es-
sence of everything predicated by mere understanding—the law of
things and of the finite as a whole . . . by Dialectic is meant th