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In the past few years business leaders have shown increasing concern about the state of the
US economy. They see stagflation, insufficient productivity, decreasing profit levels, lagging
technology, too little investment in productive capital, and lack of competitiveness in world
markets. And they don’t like any of it.

Al the same time, business leaders are careful to distinguish between these serious
problems and other problems which they accept philosophically. Plant closings, in their
view, arc merely manifestations of a period of change and disruption for older, declining
industries. The frost belt is losing to the sunbelt; the US is losing to Japan and to industrial-
izing Third- World nations; steel, rubber, textiles, and autos are losing to computers,
acrospace, and machinery.

L{ Integral to this process of change are the impetus of capitalists to increase their profits in

" order (o enlarge the reproduction of capital (i.e., increase capital accumulation) and a

g\{ concomitant class struggle in which workers tend to resist increased exploitation. In order to

g?, : 'incrcnsc accumulation, a varicty of strategics are pursued, inclu_ding the disciplining of labor

;}:,% in ordcr.lo keep wages low (und. to rcduc.e wages if ll.w:y have rtlsen) and the replacement of

lﬁ demanding and unruly labor with machines. In addition, capital sceks out cheaper, more ]
1%

docile labor. Thus the growth in manufacturing jobs has taken place in regions and
countrics where wages tend to be lower, and where unions are less cvident and/or less
militant,

Oppusite: Edward Steichen, The Maypolc (Emplre Smle.Buildin_g) 1932
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But capital doesn’t oniy strike out geograph-
jcally in scarch of nigher profits. There also
Casts  competition for investment among
sectors of the cconomy (and within sectors). As
was noted above, in the arca of manufacturing,
thiere are sectors that liave been growing (‘‘sun-
tise’’) while others have been declining (‘‘sun-
set”). In addition, the goods-producing sector

* 25 a whole has been giving way to the services
sector.' ;

For many economy analysts, this is but a
natural process resuiting from the births and
deaths in the corporate species. They conven-
iendly overlook the human costs that are
involved in these changes. For them, a readjust-
ment and restructuring will work itself out as
corporations and individuals seek out the more
profitable sectors and regions in which to
invest. As this happens, the less profitable
regions will adjust their business climate so that
they will become more attractive to investment
in the future. The process will result in a
“convergence of regional incomes,’’ according
1o one study by the American Enterprise
Institute.?

Nevertheless, even the businessmen and their
cconomists are concerned with the way in which
these structural changes are going to come
about. From their point of view: will the
changes come soon enough, or will America be
left in the lurch while other countries surge
ahead? How disruptive will this working out of
“‘natural’® market forces be? What' corpora-
tions will suffer the greatest losses? Will the US
risk losing some basic industries that are critical
1o military production? Their primary concern
iz how their own cconomic positions might be
adversely affected by the economic changes
sroughi on oy tie dynamics of capitalism. -

This is where tke idea of reindustrializatio
comes in. It’s a single name given to a number
«§ different policy proposals for dealing with

the economic maladies manifested by “the
United States. Credit for coining the name is
claimed Ly Amitai Etzioni, a sociologist and
former Senior Advisor to President Carter.'
Because the economic problems are so com-
plex, there isn’t any agreement yet among
busines leaders as to which route is the best way
out of the cconomic crisis. But if we are going
to understand what business has in mind for the
nation, we have to be able to distinguish among

the{y_ﬂrious plansywhich are being proposed.

We can identify at least three major strands :

in this reindustrialization debate among busi-
ness leaders and their spokesmen. One might be
called the unfettered-capitalism version _ of
reindustrialization because it is advanced by
those who still have a great deal of faith in the
free market. They believe that most of the
economic problems of the US have their roots
in excessive government-business interdepend-

ence. A sccond strand, called the Business .

Week version because of the now-famous issue
which delincated the problems facing the US
economy as well as provided a strategy for
rebuilding the economy, is advocated by those
who believe that, for better or worse, govern-
ment and business are linked to each other’s
fates.! A third version of reindustrialization,
pragmatic state capitalism, agrees with the
second, but goes one step further and suggests
that it is in the long-term interests of capitalism
for {government to take

C guiding rolgyin rein-
dustrialization. It also holds that™ the most
pressing needs of labor, minorities, women,
and the poor should be taken into serious
account in the restructuring process.

Although the three reindustrialization plans
aren’t as sharply distinct as I'm portraying
them, it is necessary to recognize that with each
version different tactics and strategies are being
proposed, and consequently working people
will be affected differently. This means too,
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that different responses may be called for,
dcp'cnd.mg on the version of reindustrialization
which is being promoted. :

‘‘Unfettered Capitalism’’

Rcindustrialization by unfettered capitalism
rcll.cs upon. a perspective of frce enterprise
which sees government as an impediment to the
success of capitalism. Of course, this is the
perspective that dominates the rhetoric — and
1o a surprising extent the actual policies — of
the Reagan administration.® The solutions that
make up this reindustrialization approach can
be capsulized into a strategy of less government
and more capitalism.

Specifically, this strategy wants to strip away
or reduce virtually ull]social biffersjc.g. unem-
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ployment insurance, food stamps, COLA, the
minimum wage) which have made life more
tolerable and sccure for workers and their
families in the past half-century. The complaint
by these frce-enterprise economists and politi-
cians is that the labor force has extracted a
‘.‘cushy” existence which discourages produc-
tivity and keeps markel forces from allowing
wages to fluctuate with the demand for labor.
Another proposal is the creation of enterprise
zones, reconmended by the Heritage Founda-
tion® and presented to Congress as the Kemp-
Garcia Urban Jobs and Enterprise Zone Act,’
which has some disconcerting similarities to the
export platforms (Free Trade Zones, or FTZs)
that are most common in Asian nations which
border on the Pacific Basin.® Closely related is
the proposal to drop the minimum wage for
young people — a first step toward a more
widespread modification of the minimum
wage, and thus the wage structure in general,
Another tactic focuses on{unions) for they are
to “‘be considered an(obstactejto the optimum
performance of our economic system.”’® The
thrust of these proposals and tactics is to make
American labor cheaperyand thus more com-
petitive with Third World workers.

Direct benefits for industry are also advo-
cated in this approach to reindustrialization.
Here the assumption is that as government
“pets out of business,’* business will be able to
choose the most efficient strategies to compete
in the world economy — unrestricted by so-
called costly health, safety, and environmental
regulations. (The costs will not go away — they
will be borne, not by business, but by the
workers in the form of injury and illness.) It is
Pelieved that the most profitable directions for
investment will somehow be the ones that meet
fhe needs of the nation. Thus the way forward
is to cut taxes drastically through accelerated
depreciation for capital purchases such as
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equipment and buildings, through decreased
cconorate tax rates, and through decreased
~orsonal income taxes in the upper brackets.

; Unfettered capitalism does not ignore the
roor, the minorities, and *“‘the truly needy’’ —
i1 ils rhetoric. One repeatedly encounters refer-
ences to the concern for the less well off, and
how workers and job seekers will gain with the
scon-lo-come booming, restructured, revital-
ized cconomy. But as the Reagan program
:akes shape, it becomes increasingly clear that

this rhetoric was never anything more than a
perfunctory window dressing.

Business Week

The second version of reindustrialization, the .

Business Week approach, includes some related
proposals coming from other sources. .For
example, the Time-Life empire has jumped }nIo
the- fray with a special project on American
Renewal in which Fortune advocates a slightly
more cautious, and somewhat more broad-
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brushed, sct of proposals.'® However, to avoid
complicating this brief review, I will focus most
of my attention on Business Week.

It should be noted that Business Week
doesn’t oppose_the labor sacrifices that are
explicit strategies in the unfettered capitalism
version, Thus it endorses Amitai Etzioni’s
statement that reindustrialization will require |
‘10 years of belt tightening.”’!' Likewise, Busi-
Tiess Week is supportive of cuts in personal
income taxes as well as liberalized depreciation
allowances, increased investment tax credits,
and cuts in the corporate income tax. However,
the somewhat more “liberal’”’ Business Week
perspective acknowledges that the government,
if dominated by the appropriate business inter-
ests, can serve as an important coordinating
agent in overcoming the anarchy of the capital-
ist system. Thus a key aspect of the approach is
that selective budgetary and tax policies will
strengthen industry by rewarding investment in
the production of capital goods, by encour-
aging research and development, and by
promoting cxpo ports. It is not simply a matter of
putting money in the hands of investors, as in
the unfettered-capitalism approach to reindus-
trialization.

Business Week wants to forge a ‘‘new social

‘|contract,” a tripartite conscnsus among busi-

ness, labor, and government in order to achieve
the needed climate for restructuring American
industry. In particular, the worker-versus
owner adversarial relationship (class struggle) is
1o be replaced by a partnership which Business
Week calls a ‘“‘collaborative relationship” in
shops and factories. By such an arrangement,
policies would emerge that represent the nceds
and contributions of all the economic elements,
according to this approach. And among the
first to ‘‘contribute’” to the ‘‘needs’’ of
business will be labor. ‘“‘As part of the new
social contract, unions will come under pres-
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sure to limit wage gains in the first phate of
reindustrialization.”'? Dusiness Weck attempis
to balance this bargain by affirming the neced.
for “‘high employnicut and decent wages” —
the point being, nevertheless, that business is
the implicit decisionimaker about what is

“ needed and how the nceds are to be fulfilled.

The Business Jeek position still fears
government as potentially unmanageable,
because the clectorate is made up of more
workers than capitalists. Thus it says ““‘It will be
legitimate for government to work with the
private sector in developing a rond'map for
healthy industrial development, showing which
industries should be encouraged to grow and
which havq_gﬂy_w'[ﬁﬁﬁiml
not be legitimate for government to legislate a
new industrial structure. Nor will it be legiti-
mate for government to take over sick indus-
tries to preserve obsolete jobs.”’!* This principle

has been taken to hcart by Governor Jerry

rown who wants to ‘‘go with the flow’’ of
industrial growth. In' California ‘he has pro-
posed a state reindustrialization program which
would aid research in microelectronics,
encourage new firms in high-technology “‘sun-
rise’’ industries as well as create an “‘industrigl
reinvestment fund.’’'* Whether these new
industries will provide accessible and well-
paying jobs to those being displaced by reindus-
trialization is open to question.

Both Business Week and Fortune take note
of minorities, women, the needy — and they
are quick to emphasize that reindustrialization
must be fair. But not very well hidden in this
rhetoric are statements such as: ‘“‘each social
group will be measurect-by-how it contributes to
economic revitalization.”"'* ““The drawing of
the social contract must take precedence over
the aspirations of the poor, the minorities, and
the environmentalists.””!¢ “‘In the 1970s,
however, the egalitarian thrust went too
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far.... Now, without overreacting and subor-
dinatng cquality too much, we need to restore
(he balance in our values, as we have so many
times before.” "’

Finally, it should be noted that Business
I¥eek is not blind to possible failings within the
teadership of capital. They are critical of busi-
a_c_ggmr_\qgcﬁ@g}g_i_tsclf for its short-sighted,

‘quick-profit approach, which hasn’t had the
nerve to grab nold of the leng range Oppor=
sunities confronting the American economy.
Before turning to the third version of rein-
dustrialization, it should be pointed out that
while Busines eek did the “gutreach”” work
with its special issue, the outlines of the

problem and the strategies for dealing with it i
/ were already formulated by the Trilateral Com- |
_mission in 1979. There is no nee

b

0 leap to
assumptions of conspiratorial machinations to
acknowledge the role of multinational corpor-
ations and financial interests in formulating the
agenda for discourse on industrial policy. How-
ever, it is significant to note that such a power-
ful configuration of economic/political inter-
ests was concerned with this issue. Thus we may
speculate that the Business Week version will be
most likely to be adopted as policy in the long
run.

Pragmatic State Capitalism

“To the left of Business Week is an approach
to reindustrialization which places even greater
reliance on government involvement and
includes an explicit strategy for dealing with the
problems of the disadvantaged regions and
sectors of the US. Felix Rohatyn — an invest-
ment banker and chairman of New York City’s
Municipal Assistance Corporation — best
typifics the [&@WW%prmach
10 reindustrialization,'* Although this approach
causes distress at the Wall Street Journal and
heart failurc among some of the advocates of

[

unfettered capitalism, it must be remembered
that the goals arc basically the same: mainlain-
ing the heaith of the capitalist system. Rohatyn
sees an even greater need for government
involvement and dircction of the capitalist
cconomy than Business Week — but always for
the long-term benelit of the capitalist economy.

While Business Week hesitantly considers the
creation of a Reconstruction Finance Corpora-
tion as an option, RoRatyn embraces and advo-
Sates the 1dea witout apology: in addition (o
intervening in the economy ‘‘to shore up
America’s troubled older industries by provid-
ing equity capital. .. it would have the right to
insist on management changes.”’*’ Because' un
America ‘‘half rich, half poor; half suburb,
half slum. .. is a recipe for social strife,”’ the
R.F.C. could “‘also play a major role in shaping
regional policy,”’ aiding regions and citics that
are hit particularly hard by economic changes.!*
§Uch an intervention by the government is not
meant to be a permanent one, however. **The
R.F.C. should never become a permancit
stockholder in any corporation.””®! Rather, the
R.F.C. would gradually remove itself as the
economy becomes regenerated. Rohatyn is
undaunted by those capitalists who suggest that
this strategy involves excessive interference in
the freec-market system: ‘‘Free markels are
clearly desirable, but we do not in fact live in a
frcg:markct economy and never will; we live in

R s . . .
a( mixed cconomy # which prices and capital .
are, and will be, subject to governmental

influence.’’*?

The basic thrust of Rohatyn’s proposal is
that the US has to maintain its basic industries,
for both national security and the economy as a

whole depend on these industrics. “‘Is it
rational, in the name of the mythical free .

market, to let our basic industries go down one
after the other, in favor of an cqually mythical
sservice society’ in which everyone will serve

everyone else and no one will be making
anything?”’® Furthermore, rather than waste
precious capital by having to build new plants
and the related infrastructures in one part of the
nation while the other scctions die ‘“‘natural
deaths,” the reindustrialization project he
envisions “‘will provide work enough for
_everyone as far as the eye can seeliais
Before this approach to reindustrialization is
accepted as the best one, we have to remind
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lerscl'/c:; Low Rohulyn arrives at his solution:
it involves busiuess interests dominating
government policy making and it invclves
“belt-tightening™ which  means that the
workers wili pay for most of the changes he
advocates, cven though he claims that everyone
will pay a price. It is the workers who bear the
greater burden with frozen wages or givebacks,
with higher energy costs, with reduced social
services, with cutbacks in unemployment bene-
f E3 ‘1 H 2 , -
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fits. Thus the price of pragmatic state capitalist
reindustriajization involves giving up the
‘‘padded socicty,’”’ as Rohatyn characterizes
it.™ The problem is that this “‘padding’’ is a lot
thinner for the workers than it is for the corpor-
ate interests who will be deciding where the
padding gets reduced.
What does all this mean for the US? It seems
pretty obvious that the unfettered capitalism
approach wants little more than to convert the
US .into a Milton Friedman-approved Hong
Kong frce-market economy. It will rely upon
unemployed workers (the “‘reserve: army’’)
forcing labor to become cheaper and more
productive, thus encouraging new plant open-
ings and expansions in the US. And too, as the
declining industries die off, it is assumed that a
new set ‘of suitable replacement ‘‘sunrise’’
industries will be ready to take their place.
Whether the laid-off workers will have the skills
to fit into the sunrise industries and the
“freedom’’ to move to the location of the new
plants seems more certain in supply-side
economic texts than in the real world.

The Business Week approach would keep
government in the picture as an agent of general
direction (“‘indicative planning’’), and there
would be some concern with having labor
included in the planning for shifts that take
place. The question, though, is which clements
of labor will be speaking for the workers?
Although Business Week wants to avoid major
disruptions in declining industries, at the same
time it doesn’t want to maintain ‘‘sick indus-

tries to preserve obsolete jobs.’” And while on’

the one -hand Business Week talks of labor
nestling in with business as a way to improve
ccmmunication and achieve a “‘collaborative
relaticnship,”” it should be remembered that
Buisiness Week doesn’t oppose corporations’
atternpts to dismantle unions ard prevent

workers from organizing independently of
management.

Pragmatic state capitalism may hold out for
those sectors and regions where industries have
been in decline because this approach seems to
be aware that you don’t simply throw away
investment in capital and skilled human beings.
In addition, the Rohatyn approach seems to be
more concerned with the ‘‘less fortunate’ in
our economy, although the reason for concern
appears to be based on the pragmatic concern
with the adverse consequences arising from
‘“‘social strife’’ — i.e., disruption and disorder.
In that sense, it appears that the Rohatyn
approach is far more sensitive to tlie nature of
the struggle between the classes. But ‘as has
already been noted, the cost of the strategy will
ultimately be borne by the workers who will

{Have fo accept pay cutsygivebacks, and declin-

“ing social services. And in the long run, the
strategy of pragmatic state capitalism may

~) create anfeven closer /bond between business

Gross has called\*“friendly fascism.”’?¢ %

None of the various reindustrialization advo-
cates consider the fact that state and local
government accounted for about one-fifth of
the additional jobs in the US in the past twenty
years.’' The government has played a special
role in absorbing employable citizens in.a
changing economy. But now, obviously, that
role will be much smaller. Not only will there be
a decline in services by the government, butl
fewer jobs will be made available in precisely
the major growing sector in which wages were
higher, and increasing at a rapid rate. The
service and trade sectors, also growing during
the past twenty years, tend to pay less than the
manufacturing jobs that are being cased out,
Thus many of the “job opportunities’” in the
nonmanufacturing sectors are (and will be)

lower-paying, less unionized, and more likely to
be dead-end jobs.?

If, as Fortune asserts, rcindustrialization has
become ‘‘an ‘empty-bottle’ word,’’?® into
which various wines have been poured, it
should be recognized that whatever the vintage,
all have come from the same capitalist vine-
yard. What needs to be added to this debate on
geindustrialization is a perspective which speaks
for the workers and progressives, not only for
corporate interests.
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